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19 R e s p onde nts  Edwa rd  P urvis  ("P urvis "),  Ma ure e n  P urvis  ("M. P urvis "),  Gre g g  Wolfe

20 ("Wolfe ") a nd Allis on Wolfe  ("A.Wolfe ") s old unre g is te re d s e curitie s , in the  form  of inve s tm e nt

21 contracts , promis s ory note s  and company s tock, within and from Arizona . Res pondents  Purvis  and

22 Wolfe  pe rs ona lly offe re d a nd s old offe re r a nd inve s tors  s e curitie s , in  the  Tom i of inve s tm e nt

23 contra cts  in Na ka mi Chi Group Minis trie s  Inte rna tiona l, Inc. ("NCGMI"), promis s ory note s  in

24 Abunda nt Ble s s ings  Inve s tme nts , LLC, Home s  for S outhwe s t Living, Inc., Corpora te  Archite cts ,

25 Inc. a nd CS I Te chnologie s , Inc. a s  we ll a s  compa ny s tock in ACI Holdings , Inc. ("ACI Holdings ")

26

In the  matte r of: ) DOCKET no. S -20482A-06-0631
)

EDWARD A. P URVIS  a nd MAUREEN H. ) P O S T HEARING  MEMO RANDUM
PURVIS, husband and wife )
2131 W. Shannon )
Chandler, Arizona 85224 )

)
GREGG L. WOLFE a nd ALLIS ON A. WOLFE, )
husband and wife )
2092 W. Dublin Lane )
Chandler, Arizona 85224 )

)
)
>
)
)
)
>

Respondents. )
)

NAKAMI CHI GROUP  MINIS TRIES
INTERNATIONAL, (a /k/a  NCGMI), a  Nevada
corporation sole
4400 N. Scottsdale Road, Suite 9-231
Scottsdale , Arizona 85251 o f
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a nd CS I Te chnologie s , Inc. ("CS I Te chnologie s "). Ea ch of the  inve s tors  told Re sponde nt P urvis

a nd Re sponde nt Wolfe  tha t the  mone y the y inve s te d with the m wa s  e ithe r the ir re tire me nt or life

sa vings , ye t Re sponde nt P urvis  promise d inve s tors  high re turns  a nd mis le d the m into be lie ving

their investments  were  guaranteed from loss with his  personal asse ts

During the  a dminis tra tive  he a ring, the  S e curitie s  Divis ion (the  "Divis ion") of the lArizona

Corpora tion  Commis s ion ("Commis s ion") prove d by a  pre ponde ra nce  of the  e vide nce  tha t

Re s ponde n ts  P u rvis ,  M. P u rvis ,  Wolfe  a nd  A. Wolfe  vio la te d  the  Arizona  S e cu ritie s  Act

("S e curitie s  Act") through the  offe r a nd s a le  of unre gis te re d s e curitie s , the  offe r a nd s a le  of

s e curitie s  by a n unre gis te re d s a le s ma n a nd the  us e  of fra ud in the  offe r a nd s a le  of s e curitie s

Re s ponde nts  P urvis , M. P urvis , Wolfe  a nd A. Wolfe 's  offe rs  a nd s a le s  of s e curitie s  we re  not

e xe mpt from re gis tra tion. The  Divis ion prove d during the  a dminis tra tive  he a ring, a t le a s t, 10

s e curitie s  viola tions  for the  offe r a nd s a le  of unre gis te re d s e curitie s , a t le a s t, 10 s e curitie s

viola tions for the  offe r and sa le  of securities  by an unregis te red sa lesman, and, a t least, 5 instances

in which Re sponde nts  P urvis , M. P urvis , Wolfe  a nd A. Wolfe  use d fra ud in the  offe r a nd sa le  of

15 s e curitie s
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Re s ponde nts  P urvis  a nd Wolfe  mis re pre s e nte d to inve s tors  tha t the ir inve s tme nt in the

promis s ory note s  or with NCGMI wa s  s e cure d with Re s ponde nt P urvis ' millions  of dolla rs  in

persona l asse ts , would earn 2% per month, ea rnings  were  guaranteed, low risk, investors  would be

re pa id  from re pa yme nt of the  promis s ory note s , a nd funds  would be  us e d to  fund loa ns  to

fina ncia lly dis tre s s e d compa nie s . In  re ga rds  to  ACI Holdings , Re s ponde nt P urvis  promis e d

inve s tors  the  s tock va lue  in ACI Holdings  would incre a s e  thre e  to five  time s  its  purcha s e  price

a fte r the  s tock be ca me  publicly tra de d. Re s ponde nt P urvis  fa ile d to inform inve s tors  tha t the y

would use  the  funds  to pay the ir pe rsona l expenses , including the  purchase  of a  new home, a  new

truck, jewe lry, medica l and lega l bills . A reasonable  inves tor would have  pre fe rred this  informa tion

25

26
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1 be  disclosed prior to investing. Ye t, Respondents  Purvis  and Wolfe  e ithe r made  misrepresenta tions

or fa ile d to disclose  ma te ria l informa tion to inve s tors .2

3

4

Ba s e d  upon  the  e vide nce  a dmitte d  a t the  he a ring , Re s ponde nt P urvis  a nd  Re s ponde nt

5 1801 e t s eq,

6

7 1 .

8 P re lim in a ry Is s u e s

9 A. P a rtie s  a n d  P ro c e d u ra l His to ry

10

11

12

13

14

15

16

17

On  Oc tobe r 3 ,  2006 ,  the  Divis ion  tile d  a  No tic e  o f Opportun ity fo r He a ring  Re ga rd ing

P ropos e d Orde r to Ce a s e  a nd De s is t, Orde r for Re s titution, For Adminis tra tive  P e na ltie s  a nd For

Othe r Affirm a tive  Ac tion  ("No tic e ").  The  No tic e  a lle ge d  tha t Re s ponde n ts  P u rvis ,  M. P u rvis ,

Wolfe , A. Wolfe  a nd othe r Re s ponde nts  viola te d the  Act. Re s ponde nt P urvis ' s pous e , M. P urvis ,

Re s ponde nt Wolfe 's  s pous e , A. Wolfe , a nd othe r Re s ponde nt s pous e s  we re  joine d in this  ma tte r

for the  purpos e  of de te rmining the  lia bility of the  ma rita l community.

On Nove mbe r 3, 2007, Re s ponde nt P urvis  file d a n Ans we r in which he  a dmitte d M. P urvis

is  his  s pous e . (S e e  Re s ponde nts  Edwa rd A. a nd Ma ure e n H P urvis  ' Ans we r Re : P ropos e d Orde r

O rd e r F o r R e s titu tio n ,  F o r Ad m in is tra tive  P e n a lt ie s  a n d  F o r O th e r18 to Cease and Desist,

19 Affirma tive  Action ("P urvis  Re sponde nts ' Answe r") file d on Nove mbe r 3, 2006 a t 1] 3). To da te ,

Wolfe  and A. Wolfe  have  not Bled an Answer to the  Notice .20

21

22

23

24

On J une  22, 2007, Re s ponde nts  Ke a ton, J . Ke a ton a nd ACI Holdings  e nte re d into Cons e nt

Ord e rs  with  th e  Co m m is s io n  a n d ,  a d m itte d  to  v io la tin g  th e  S e c u ritie s  Ac t.  Th e  Co m m is s io n

ra tifie d the  Orde rs  on J uly 18, 2007.

The  a dminis tra tive  he a ring be ga n on Nove mbe r 13, 2007 a nd conclude d on J a nua ry 30,

25 2008.

26
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1 B. P e rs o n a l J u ris d ic tio n

2

3

4

5

6

7

The  P urvis  Re s ponde nts  a dmitte d in the ir Ans we r to re s iding in Arizona . (S e e P urvis

Respondents ' Answer file d on Nove mbe r 3, 2006 a t ii 2). Re s ponde nt P urvis  a ls o a dmitte d in a

re s ide ntia l loa n a pplica tion to  re s iding in  Arizona  s ince  1996 a nd to  conducting bus ine s s  in

Arizona  s ince  2002. (See Exhibit S -142 @ ACC02919 a nd ACC0292l). In re ga rds  to the  Wolfe

Re s ponde nts , s ince  the y did not file  a n Ans we r to the  Divis ion's  Notice , the  Divis ion inte nds  to

file  a  motion to de fa ult the m a nd will note  in its  motion tha t this  forum ha s  pe rs ona l juris diction

8

9

10

11

12

13

14

15

ove r both Re s ponde nts . .

NCGMI's  e n tity forma tion  docume nts  s how tha t NCGMI is  loca te d  in  a nd  doe s  bus ine s s

from Arizona . NCGMI's  Artic le s  o f Inc o rpo ra tion  lis t a n  Arizona  a dd re s s  fo r the  e n tity. (See

E xh ib it S -9 0  @  ACC0 2 5 3 0 4 . S e e  a ls o E xh ib it S -91).  NCGMI's  a ddre s s  is  4400  n .  S c o tts da le

Roa d, S uite  #9231 S cotts da le , Arizona  85251. Re s ponde nts  P urvis  a nd  Wolfe  us e d  th is  s a me

a ddre s s  for the  e ntity's  ba nk a ccount a pplica tions  a t two diffe re nt ba nks (See E xh ib it S -1 4 9  @

ACC002007 a nd Exhibit S -150), for NCGMI monthly a ccount s ta te me nts  ma ile d to inve s tors  (S e e

Exh ib it S -311  a nd  Exh ib it S -326  @  ACC043523) a nd  c o rre s ponde nc e  s e n t to  inve s to rs . (See

16 Exhibit s -317 a nd Exhibit S -320).

17

18

19

20

21

22

23

24

NCGM has  been in exis tence  and conducted bus iness  in Arizona  s ince  2002. (See  Exhibit

S -90 @ ACC025302 a nd ACC025303. See a lso Exhibit S -346 @ ACC043361, Exhibit S -236 @

ACC031516 and Exhibit S -130) but the  entity did not regis te r with the  Nevada  Secre ta ry of S ta te

un til 2004 (See Exh ib it S -90  @  ACC025304  a nd  ACC025305  a nd  Exh ib it S -91 ).  In  fa c t,

Respondent Purvis  conducted business  on beha lf of NCGMI as  ea rly as  2002. (See  Exhibit S-346)

Howe ve r, Re sponde nts  Purvis  a nd Wolfe  did not conduct bus ine ss  toge the r on be ha lf of NCGMI

until 2003. (Se e  Exhibit S -130). S ince  NCGMI did not file  a n Answe r to the  Divis ion's  Notice , the

25

26
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1 Divis ion in te nds  to  file  a  de fa ult motion in  which it will note  tha t th is  forum ha s  pe rs ona l

3

4

5

6

7

2 jurisdiction over the  entity.

The Keaton Respondents admitted in their response to these proceedings that they reside in

Arizona . (See  Answer of lames  W Kea ton, Jennu'e r Kea ton and ACI Holdings , Inc. ("Answer of

Keaton Respondents") a t 11 8.) Re s ponde nt Ke a ton ha s  be e n a n office r or P re s ide nt of ACI

Holdings  s ince  its  formation in 2003. (See Exhibit S-108 @ ACC007I90). According to corpora te

documents  admitted during the  adminis tra tive  hearing and Respondent Keaton's  own tes timony,

Keaton has  been the  President of ACI Holdings ' predecessor, CSI Technologies . (See  Exhibit S-8

9 221 @  ACC031418 a nd ACC031419; Exhibit S -242 @  ACC030917 a nd Exhibit S -244 @

10

11

12

ACC030999. S e e  a ls o Exhibit S -208 through Exhibit S -211; Exhibit S -219 through S -233 a nd s -

272). CS I Te chnologie s  wa s  the  holding compa ny for Circuit Te chnologie s , Inc., De s ign S olutions ,

Inc., a nd Ava nti Circuits , Inc. (S e e  Tra ns cript of the  proce e ding Vol. VIH @  1423122 to l423:23).

13

14

15

ACI Ho ld in g s  a d m itte d  in  its  An s we r th a t it is  a  h o ld in g  c o m p a n y with  s u b s id ia rie s  in

Arizo n a .  Alth o u g h  ACI Ho ld in g s  is  n o t re g is te re d  to  d o  b u s in e s s  in  Arizo n a ,  th e  c o m p a n y's

16

17

18

19

20

21

22

s ubs idia rie s , Ava nti Circuits , Inc  a nd P re cis ion P owe r La bs , Inc . a re  re gis te re d to do bus ine s s  in

Arizona . (S e e  Ans we r of Ke a ton Re s ponde nts  a t 1113.) S ince  its  ince ption, ACI Holdings ' bus ine s s

a ddre s s  ha s  be e n in P hoe nix, Arizona . (See Exhibit S -272) Howe ve r, ACI Holdings  is  incorpora te d

in  Ne va da . (S e e  Ans we r of Ke a ton Re s ponde nts  a t 11 13.) The  compa ny's  offe ring docume nts ,

s pe cifica lly its  priva te  offe ring me mora ndum a nd s ubs cription a gre e me nt, re fle ct tha t the  compa ny

is  lo c a te d  in  a n d  d o e s  b u s in e s s  fro m  Ariz o n a . (See E x h ib it  S - l1 8  @  AC C 0 0 7 3 6 5 ,  AC C

ACC007366 a nd  ACC007388, S e e  a ls o Exhibits  S -20, S -79, S -186, S -194, S -195, S -201 a nd s -

23 262).

24

25

26
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2

3

The  Purvis  Re sponde nts , the  Ke a ton Re sponde nts  a nd ACI Holdings  file d a nswe rs  to the

Notice  a nd none  of the m conte s te d pe rsona l jurisdiction. The  tiling of a n Answe r is  indisputa ble

evidence  of the  pa rtie s ' intention to submit to the  jurisdiction of this  tribuna l

Subject Matter Jurisdiction

6

7

8

9 a s  a n initia l ma tte r the  a ctivitie s  mus t be  s hown to be  "within or from" Arizona  for the re  to be

10

11

1 2

1 3

14

1 5

16

1 7

1 8

1 9

20

2 1

22

subje ct ma tte r jurisdiction

The  Divis ion's  fore ns ic a ccounta nt, Rica rdo Gonza le s , offe re d te s timony tha t inve s tor

payments  were  deposited into severa l accounts  loca ted a t Bank of America  and Wells  Fargo banks

(See Exhibit S -308 and Transcript of the  proceeding Vol. VII @ 1169210 to ll69:22). Also, inves tors

Anthony S e na righi, ("S e na righi"), Micha e l Bukta  ("Bukta "), J oAnne  Brunde ge  ("Bnunde ge ")

Rus s e ll a nd Fe rn Montgome ry (the  "Montgome rys "), Ca the rine  Ba rnows ky ("Ba rnows ky"), Eric

Gregoire  ("Gregoire") and Berna rd Gregoire  ("B. Gregoire") te s tified tha t they purchased company

s tock, ente red promissory note s  and/or ente red into inves tment contracts  with Respondent Purvis

a nd/or Re s ponde nt Wolfe  while  in or from Arizona . S e na righi, Bukta , Gre goire  a nd B. Gre goire

te s tifie d tha t the y e nte re d into the ir re s pe ctive  inve s tme nt tra ns a ctions  with Re s ponde nt P urvis

while  in Arizona . Howe ve r, Brunde ge  a nd the  Montgome rys  we re  offe re d a nd s old s tock the ir

inve s tme nts  by te le phone  from Arizona . In contra s t, Re s ponde nt P urvis offe red Ba mows ky the

opportunity to inve s t while  s he  vis ite d he r da ughte r in Arizona  but Ba niows ky did not a ctua lly

23 purchase the  investment until she  re turned to her home in Wisconsin. Respondent Purvis  ins tructed

Brundege  and Bamowsky to s ign and re turn a ll documents  back to him in Arizona , re la ting to the ir24

25

26
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1

2

inves tments . (See Exhibit S -17). Cle a rly, the  e vide nce  de mons tra te s  tha t Re sponde nt P urvis  a nd

Respondent Wolfe 's  a ctivitie s  we re  conducted, within or from Arizona

3 I I

4 S E C UR ITIE S  & UNR E G IS TE R E D AC TIVITIE S

6

7

8

9

10

11

12

13

14

15

16

The  e vide nce  pre s e nte d  during  the  a dminis tra tive  he a ring  s howe d from 2001 until 2006

Re s ponde nt P urvis  a nd Re s ponde nt Wolfe  offe re d a nd s old s e curitie s . The  s e curitie s  s old include d

compa ny s tock in  ACI Holdings  a nd CS I Te chnologie s , inve s tme nt contra c ts  in  NCGMI's  bridge

loa n progra m (S e e  Exhibit S -121, Exhibit S -219 through S -233, Exhibit S -242, Exhibit S -244 a nd

Exhib it S -346  @  ACC043361 a nd  ACC043368. S e e  a ls o Exhib it S ~1 , Exhib it S -237 , Exhib it s

3 1 5 ,  E xh ib it S -3 1 6  a n d  Tra n s c rip t o f th e  p ro c e e d in g  Vo l.  XHII @  2 2 5 8 2 7  to  2 2 5 8 :1 7 ) a n d

p ro m is s o ry n o te s  with  Ho m e s  fo r S o u th we s t Liv in g ,  In c . ("Ho m e s  fo r S o u th we s t Liv in g ")

Ab u n d a n t Ble s s in g s  In ve s tm e n ts ,  LLC  ("Ab u n d a n t Ble s s in g s "),  C o rp o ra te  Arc h ite c ts ,  In c

("Corpora te  Archite c ts ") a nd CS I Te chnologie s . (S e e  Exhibit S -33 through Exhibit S -37, Exhibit

S -204  th rough  E xh ib it S -212 ,  E xh ib it S -313  a nd  E xh ib it S -346  @  ACC043395).  Re s ponde n t

P urvis  ma de  the  ma jority of the  offe rs  a nd s a le s  of s e curitie s . During this  time , Re s ponde nts  P urvis

a nd Wolfe  ra is e d a pproxima te ly $11,044,912 from inve s tors . (S e e  Exhibit S -308 a nd Exhibit S

17 309)

18 Respondent Purvis , Respondent Wolfe  and NCGMI sold unregis te red securitie s  in viola tion

19

20

21

(See Exhibit S -264

Exhibit S -265 a nd Exhibit S -263)

ACI Holdings and CSI Technologies Shares Are Securities

25 to  fa ll with in  re gula tion  unde r the  Act. The  Divis ion conte nds  tha t Re s ponde nt P urvis  a nd

26
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1 Re sponde nt Wolfe 's  offe rs  of ACI Holdings  a nd CS I Te chnologie s  compa ny s tock to inve s tors

2 a re  se curitie s trans actions

NCGMI's  Bridge  Loa n  P rog ra m is  An  Inve s tme n t Con tra c t

Th e  d e fin itio n  o f "s e c u rity"

5

6

7

8

9

10

11

1 2

1 3

14

1 5

16

1 7

1 8

19

20

2 1

22

23

24

NCGMI's  inves tment program mee ts  the  de finition of an inves tment contract a s  se t forth in S.E. C

v. WJ  Howe y Co., 328 U.S . 293, 66 S .ct. 1100, 90 L.Ed. 1244 (1946). According to Howe y, a

transaction is  an inves tment contract when the  transaction involves : a ) an inves tment of money, b)

in a  common e nte rpris e , a nd c) with the  e xpe cta tion of profits  sole ly from the  e fforts  of othe rs

NCGMI's investment program meets these  e lements

In regards to the  firs t prong, an investment in NCGMI's  bridge  loan program is  an investment

contra ct be twe e n inve s tors  a nd Re s ponde nts  P urvis  a nd Wolfe  who ma na ge  the  progra m's

inves tments . Inves tors  placed the ir money in NCGMI with the  expecta tion to ea rn profits  from the

efforts  of Respondent Purvis  and Respondent Wolfe . "Two tests  have  been developed to de termine

the  exis tence  of a  common enterprise  in order to sa tisfy the  second prong ofthe  Howey tes t: (1) the

horizonta l commona lity te s t a nd (2) the  ve rtica l commona lity te s t." Da gge rs  v. Ja ckie  Fine  Arts

Inc., 152 Ariz. 559, 565, 733 P .2d 1142 (App. 1986). Arizona  courts  ha ve  he ld tha t commona lity

will be  s a tis fie d if e ithe r horizonta l or ve rtica l commona lity ca n be  shown. Id. a t 566. For ve rtica l

commona lity to be  e s ta blis he d, only a  pos itive  corre la tion be twe e n the  pote ntia l profits  of the

inve s tor a nd the  pote ntia l profits  of the  promote r ne e d to be  de mons tra te d. Id. a t 566. Horizonta l

commona lity re quire s  a  pooling of inve s tor funds  colle ctive ly ma na ge d by a  promote r or third

pa rty. Id. a t 565. In the  ins ta nt ma tte r, inve s tor funds  we re  poole d in the  NCGMI bridge  loa n

progra m. Re s ponde nt P urvis  a nd Re s ponde nt Wolfe  promis e d inve s tors  a  2% re turn on the ir

inve s tme nt in e xcha nge  for the  us e  of the ir mone y purporte dly to fund va rious  bridge  loa ns

The re fore , the  se cond prong of the  Howe y a na lys is  is  s a tis fie d be ca use  horizonta l commona lity

25

26
The Howey case originally used the phrase "solely from the efforts of others," however, this language was later

modified to "substantially" inSEC v. Glenn W Turner End., 474 F.2d 476, 482 (9th Cir. 1973)
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1 e xis ts  s ince  inve s tors ' funds  we re  poole d toge the r a nd ma na ge d by Re s ponde nt P urvis  a nd

2 Respondent Wolfe .

3

4

5

6

7

8

9

10

11 I

12

13

14

15

For the  fina l prong of Howe y, in Arizona  one  mus t only e s ta blis h tha t the  e fforts  ma de  by

persons  other than the  inves tors  were  undeniably s ignificant, and those  es sentia l manageria l e fforts

a ffe cte d the  fa ilure  or s ucce s s  of the  e nte rpris e . Nute k Informa tion S ys te ms , Inc . v. Arizona

Corpora tion Commis s ion, 194 Ariz. 104, 108, 977 P .2d 826 (App. 1998). In the  pre s e nt ma tte r,

the  evidence  clea rly s hows  tha t the  inves tors  did not have  any role  in the  s ucces s  of the  bus ines s .

The  s ucce s s  of the  inve s tme nt re lie d prima rily on the  e fforts  of Re s ponde nt P urvis . Re s ponde nt

P u rvis  p rim a rily p e rfo rm e d  th e s e  ta s ks  d u e  to  h is  p ro c la im e d  e xp e rie n c e  a n d  s kill with

inves tments . (See Tra ns cript of the  proce e ding Vol. @  53:8 to 53:9. See  a lso Tra ns cript of the

proce e ding Vol. I @  53:21 to 54:2, 54:5 to 5427, a nd 54:16 to 54:l8). Re s ponde nt P urvis  wa s

re s pons ible  for ma king critica l de cis ions  re ga rding the  loa ns , s uch a s  loca ting borrowe rs  a nd

s e lecting the  bridge  loans  in which to inves t inves tor funds . Thus , the  fina l prong of the  Howey tes t

is  s a tis fied and NCGMI's  bridge  loan program is  a  s ecurity, in the  form of an inves tment contract.

16 C. Promissory Notes for HSWL, Corporate Architects and CSI Technologies are Securities.

17

18

19

20

21

22

23

24

25

A promis s ory note  is  a  common e xa mple  of "e vide nce  of inde bte dne s s " which is  de fine d

he a ring from s e ve ra l inve s tors  tha t Re s ponde nt P urvis  a nd Re s ponde nt Wolfe  offe re d a nd s old

inves tors  the  opportunity to inves t in promis s ory note s  for HSWL, Abundant Ble s s ings , Corpora te

Architects  and CSI Technologies . The  inves tors ' funds  were  s ubs equently us ed to fund s hort-te rm,

high-inte re s t "bridge  loa ns " to fina ncia lly dis tre s s e d borrowe rs . The  promis s ory note s  re vie we d

a nd a dmitte d during the  a dminis tra tive  he a ring lis te d the  borrowe r a nd the  note  holde r, a nd

promis e d re pa yme nt of the  principa l plus  inte re s t. (S e e  Exhibit S -33 through S -37, Exhibit S -313,

Exhibit S -331, Exhibit S -204, Exhibit S -208 through Exhibit S -210 a nd Exhibit S -222 through

26
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1

2

Exhibit S -233) In mos t ins ta nce s , NCGMI wa s  not a  pa rty to the  promissory note . Howe ve r, on a

fe w occa s ions , NCGMI re ce ive d a  finde r's  fe e  for fa cilita ting the  loa n. (See Exhibit S -33 through

3 Exhibit S -37).

4

5

6

7

8

Although the  loa n wa s  be twe e n the  inve s tor a nd the  borrowe r, Re s ponde nt P urvis

a n d  Re s p o n d e n t Wo lfe  lo c a te d  th e  b o rro we r,  in tro d u c e d  th e  b o rro we r to  th e  n o te  h o ld e r(s ),

re ce ive d  the  funds  from the  inve s to r,  is s ue d  the  loa ns , pa id  the  borrowe r a nd  re pa id  the  no te

holde r(s ). The  inve s tors  c le a rly re lie d upon Re s ponde nt P urvis  a nd Re s ponde nt Wolfe 's  e fforts  to

ge ne ra te  a  re turn on the ir inve s tme nt.

9

10 D. Respondent Purvis, Respondent Wolfe and NCGMI Are Not Registered to Sell Securities.

Neither Respondent Purvis, Respondent Wolfe  nor NCGMI is  a  registered security dealer or

12 s a le s ma n. The re fore , the ir offe rs  a nd s a le s  of s e curitie s  in Arizona  is  prohibite d by la w, whe the r

13

14 1 1 1 .

15 OFFERS OR SALES OF UNREGISTERED SECURITIES &

16 FRAUD IN THE OFFER OR SALE OF SECURITIES

17

18

19

20

21

22

23

inte res t in a  security for va lue , and includes  a  contract to make  such sa le  or dispos ition." "Offe r to

dispose  of, or solicita tion of an orde r or offe r to buy, a  security or inte res t in a  security for va lue ."

These  definitions  apply where  the  transactions  involve  securities , as  discussed above . A "security"

includes company stock, investment contracts  and evidence  of indebtedness such as  promissory

24

25

26
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Fra ud in conne ction with a n "offe r to s e ll or buy" or the  "s a le  of purcha s e  of s e curitie s

2

3

4

5

6

7

8

s tanda rd for de te rmining whe the r the  omitted fact is  ma te ria l, one  mus t cons ide r whe the r a  re a s onable

inve s tor would ha ve  wa nte d to know the  omitte d fa ct prior to inve s ting. Ros e  v. Dobra s , 128 Ariz

209, 214, 624 P .2d 887, 892 (1981). According to te s timony from inve s tors  during the  a dminis tra tive

hea ring, Res pondent P urvis  and Res pondent Wolfe  made  untrue  s ta tements  of ma te ria l fa ct or omitted

fa cts  in the  offe r a nd s a le  of s e curitie s . In the  ins ta nt ma tte r, the re  is  undis puta ble  e vide nce  tha t

Re s ponde nt P urvis  a nd Re s ponde nt Wolfe  offe re d a nd s old s e curitie s  to inve s tors  a nd us e d fra ud to

fa cilita te  the  tra ns a ctions  or lull inve s tors9

Offers & Sale to Anthonv Senarighi

Offer and Sale of Securitv to Senarighi

13

14

15

16 I

17

18

19

20

21 I

22

23

24

25

Re s ponde nt P urvis  offe re d S e na righi the  opportunity to inve s t in NCGMI's  bridge  loa n

progra m a nd purcha se  s tock in ACI Holdings . S e na righi initia lly me t Re sponde nt P urvis  in April

2002 a t a  church picnic for Chandle r Chris tian Church in Chandle r, Arizona . (See Transcript of the

proceeding Vol, I @ 34:19 to 34:20). Senarighi had been a  member of the  church for severa l years

(See Tra nscript of the  proce e ding Vol. @ 29: 23 to 3011) Respondent Purvis  a lso a ttended the

church. (Se e  Tra nscript of the  proce e ding Vo l. XIII @ 2327110 to 2327:15). During the  picnic

S e na righi lis te ne d to Re sponde nt P urvis  discuss  with othe r individua ls , including his  son-in-la w

Bukta , va rious  inves tment opportunitie s . During the  discuss ion Respondent Purvis  promised these

pote ntia l inve s tors  a  2% re turn pe r month for a  minimum inve s tme nt of $100,000. (See Transcript

of the  proceeding Vol. I @ 43:16 to 43:18. See also Transcript of the  proceeding Vol. @ 34:19 to

35:10)

A few months  la te r, Senarighi contacted Respondent Purvis  for additiona l information about

the investment programs he discussed at the picnic. As a result, Senarighi and Respondent Purvis met

in the  summer of 2002. (See Transcript of the  proceeding Vol. I @ 37:15). Respondent Wolfe  was

26
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1

2

3

pre se nt for this  me e ting. (See Tra ns cript of the  proce e ding Vol. I @ 37:7). During the  me e ting

Respondent Purvis  told Sena righi tha t the  NCGMI inves tment program involved bridge  loans . (See

Transcript of the  proceeding Vol. I @ 38:5 to 3828). Respondent Purvis explained to Senarighi that he

4 s olicite d borrowe rs  to e ns ure  the re  we re  a lwa ys  inve s tme nt opportunitie s  for inve s tors . (See

5

7

8

9

10

11

1 2

1 3

14

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

Transcript of the  proceeding Vol. I @43:1 to 43:3)

Respondent Purvis guaranteed Senarighi 2% per month on his investment and promised there

wa s  not a ny risk with his  inve s tme nt. (See Transcript of the  proceeding Vol. I @ 43: 5 to 43:7 and

43:16 to 43:18). Senarighi expla ined to Respondent Purvis  tha t he  did not want to inves t $100,000

and was under the  impression tha t he  did not qua lify for the NC G MI bridge loan program because  it

wa s  limite d to individua ls  who a re  in full-time  minis try. (See Transcript of the  proceeding Vol. I @

44:22 to 45:1.See also Transcript of the  proceeding Vol. I @ 58:16 to 58:22 and 58:25 to 5912)

In Ma rch or April of 2003, Re sponde nt P urvis  a nd S e na righi me e t for a  third time . During

this  me e ting, Re spode nt P urvis  told S e na righi a bout a n inve s tme nt in ACI Holdings , a  P hoe nix

Arizona  compa ny in the  bus ine s s  of ma nufa cturing e ne rgy s a ving products  for individua l a nd

commercia l use . (See  Transcript of the  proceeding Vol. I @ 59:8 to 5919). Respondent Purvis  told

Senarighi tha t ACI Holdings  was  ra is ing money to expand its  ope ra tions  to Japan and China . (See

Transcript of the  proceeding Vol. I @ 48:19 to 48:24, 49:2 and 52:9 to 52:13). Respondent Purvis

also offered to take Senarighi on a tofu' of the company

Respondent Purvis  informed Senarighi tha t the  s tock presently sold for $.80 per share  but its

va lue  would incre a se  to $3 to $4 pe r sha re  a fte r the  compa ny's  s tock be ca me  publicly tra de d in

Augus t 2005 or e a rly 2006. (See Tra nscript of the  proce e ding Vol. I @ 45:10 to 45:17. S e e  a lso

Transcript of the  proceeding Vol. I @ 62:3 to 6224, 44:8 to 44:10 and 44:l3). However, Respondent

Wolfe  disagreed with Respondent Purvis ' estimate  and told Senarighi that the  value of the  company's

stock would likely be as much as $5 to $6 per share . (See Transcript of the  proceeding Vol. I @47:13

25 to 47:20)
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In the  la te  summer of 2003, Respondent Purvis  and Respondent Wolfe  took Senarighi on a

brie f vis it one  of ACI Holdings ' wa rehouses  in Chandle r. (See Transcript of the  proceeding Vol. I @

45:23 to 49:24, 49:4 to 49:5, 50:2 to 50:3 and 50:4 to 5026.See also Transcript of the  proceeding Vol

I @ 49:17 to 49:22 a nd 52:14 to 52:16). During the  vis it to the  ACI Holdings  fa cility, Re sponde nt

P urvis  introduce d S e na righi to Ke a ton, the  P re s ide nt of ACI Holdings . (See Tra ns cript of the

proceeding Vol. I @ 41 :7 to 41 :12). Respondent Purvis  told Senarighi and other investors  tha t ACI

Holdings  was  his  company and Kea ton worked for him. (See Transcript of the  proceeding Vol. I @

41 :22 to 41 :24. See also Transcript of the proceeding Vol. II @299:12 to 299: 15)

A fe w months  a lte r his  vis it to ACI Holdings , on S e pte mbe r 27, 2003, S e na righi inve s te d

$50,000 in ACI Holdings and received 62,500 shares of its  s tock. (See  Exhibit S-79 and Exhibit S-77

See a lso Tra nscript of the  proce e ding Vol. I @ 56:10 to 56:11, 60:14 to 60:15, 60:23 to 61:6 a nd

Tra ns cript of the  proce e ding Vol. II @ 307:8 to 307:13). S e na righi inve s te d funds  from his  IRA

account. (See  Transcript of the  proceeding Vol. I @ 60:16 to 60:19 and 60:21 to 60:22). At the  time

of his  inves tment, Senarighi was  required to s ign a  Subscription Agreement (See  Exhibit S -79), an

Inve s tor Dire ction a nd Ce rtifica tion (S e e  Exhibit S -81) a nd a  le tte r to S te rling Trus t Compa ny

("Ste rling Trust") s ta ting tha t Respondent Purvis  did not advise  or influence  his  decis ion to inves t in

ACI Holdings (See Exhibit S-82). Senarighi tes tified during the  adminis tra tive  hearing tha t he  s igned

the  le tte r to S te rling Trust even though Respondent Purvis  advised him to invest and influenced his

decis ion to invest in ACI Holdings  because  Respondent Purvis  dismissed the  le tte r as  a  "formality

(See Transcript of the  proceeding Vol. I @ 72:2 to 72:10)

After severa l months, Senarighi asked Respondent Purvis  when the  ACI Holdings s tock was

expected to be  publicly traded. This  was important to Senarighi because  he  planned to se ll his  s tock

as  soon as  the  company went public. (See  Transcript of the  proceeding Vol. I @ 84:21 to 85:4). In

response  to Senarighi's  inquiry, Respondent Purvis  told him tha t the  ACI Holdings  s tock would not

25
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1 be  publicly offe re d for a n a dditiona l 12 to 18 months  be ca us e  it wa s  "not a  good time ". S e e

2

4

5

6

7

8

9

1 0

11

Transcript of the  proceeding Vol. I @92:20 to 93:7)

S hortly the re a fte r, S e na righi s poke  to his  s on-in-la w, Mitch Be hm ("Be hm") a bout his

inve s tme nt in ACI Holdings . (See Transcript of the  proceeding Vol. H @ 27526 to 275:7). Behm is  a

licensed financia l advisor and an investor with Respondent Purvis . (See Transcript of the  proceeding

Vol. H @ 276:11 to 276:13, 277:13 to 277: 25 a nd 276:11 to 276215. See  a lso Tra nscript of the

proce e ding Vol. II @ 277:7 to 277:8). Be hm ha d a lre a dy spoke n to Bukta , a nothe r inve s tor with

Re sponde nt Purvis . During the ir discuss ion, Bukta  provide d Be a m with de ta ils  of his  inve s tme nts

with Respondent Purvis. (See Transcript of the  proceeding Vol. II @277:13 to 277: 25)

Be a m re que s te d Bukta  to  provide  him with a  copy of the  offe ring docume nts  for the

inves tments  but Bukta  sa id tha t he  did not rece ive  any documents . Behm found this  unusua l for a

1 2 securities transaction arid became concerned. (See Tra nscript of the  proce e ding Vol. II @ 283:25 to

1 3 28418. See a lso Tra nscript of the  proce e ding Vol. @ 284:19 to 283:23). Ace r dis cus s ing withH

14

1 5

16

1 7

1 8

1 9

20

Senarighi and Bukta  the ir investments , Behm began investiga ting Respondent Purvis , Respondent

Wolfe , NCGMI a nd ACI Holdings . (S e e  Tra nscript of the  proce e ding Vol. H @ 285:3 to 28514)

Almos t immedia te ly, Beam discove red a  fraud wa rning rega rding corpora tion sole s  is sued by the

Internal Revenue Service . (See Exhibit S-87. See also Transcript of the  proceeding Vol. II @ 283:10

to 283:l9). Be l nr a ls o dis cove re d tha t Re s ponde nts  P urvis  a nd Wolfe  we re  not lice ns e d to s e ll

securities  and the  s tock in ACI Holdings and the  other investments  were  not registe red. (See Exhibit

S-264 and Exhibit S-265. See also Transcript of the  proceeding Vol. H @290:13 to 290:18 and 309:2

2 1

22

23

24

25

to 30915)

The  more  Beam investiga ted the  more  he  rea lized tha t Respondent Purvis  and Respondent

Wolfe  ha d use d fra ud to induce  Se na righi a nd Bukta  to inve s t with the m. (See Exhibit S -70 a nd

Exhibit S -71. See also Transcript of the  proceeding Vol. II @ 293:19 to 293121, 296:17 to 296:23

312:15 to 312:17 and 327:1 to 327:10). As the  evidence mounted, Behm told Semaighi and Bukta  to

26
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1

2

3

4

5

6

7

8

9

reques t a  re turn of the ir inves tments . Both Sena righi and Bukta  a sked Respondent Purvis  for the ir

inves tments  to be  re turned. (See  Transcript of the  proceeding Vol. II @ 298:2 to 29814, 305:19 to

305:20, 31624 to 316:11 and 327:12 to 327:l4. See also Exhibit S -80). Afte r Se na righi a nd Bukta 's

re que s ts  we re  s ta lle d, Be a m conta cte d Re s ponde nt P urvis  to dis cus s  S e na righi a nd Bukta 's

investments . (See  Transcript of the  proceeding Vol. H @285:8 to 285:19). Soon a lte r, Senarighi and

Bukta 's  investments were  re turned (See Exhibit S-80. See  a lso Transcript of the  proceeding Vol. H @

333:16 to 333:19 and Exhibit S-109).

Respondents Purvis  and Wolfe  offered and sold Senarighi and Bukta  securities, in the  form of

inves tment contracts  and company s tock, in viola tion of the  Securitie s  Act. (See  Exhibit S -237 and

1 0 Exhibit S -76)

11 2. Fraud in connection with Offers and Sale to Senarighi

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

21

22
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24

25

The  a dminis tra tive  he a ring re cord provide s  s e ve ra l ins ta nce s  of fra ud by Re s ponde nts

Purvis  and Wolfe  in connection with the  offe r and sa le  of securitie s  to Senarighi. Firs t, Respondent

Purvis  told Senarighi tha t his  inves tment in the  bridge  loan program guaranteed a  monthly re turn of

2% pe r month (See Tra nscript of the  proce e ding Vol. I @ 43:1 to 43:3 a rid 43:16 to 43:18) which

was personally guaranteed by Respondent Purvis. (See Transcript of the  proceeding Vol. II @ 29011 l

to 290:12 a nd 298:25 to 299:2). Although Re sponde nt P urvis  ma de  cla ims  of gre a t we a lth (See

Tra nscript of the  proce e ding Vol. I @ 54:5 to 54:7 a nd 54:16 to 54:18. See a lso Transcript of the

proce e ding Vol. H @ 36717 to 367:9 a nd 368:18 to 368:30), he  could not pe rsona lly gua ra nte e

S e na righi's  inve s tme nt be ca us e  he  did not pos s e s s  the  we a lth to s e cure  S e na righi's  $50,000

inves tment. (See Transcript of the  proceeding Vol. XIII @2301 :8 to 2301 :18).

Also, Respondent Purvis  told Senarighi tha t the  va lue  of ACI Holdings  s tock would increase

to $3 to $4 per share  a lte r the  s tock was  publicly offe red. (See Transcript of the  proceeding Vol. I @

45:10 to 45:17, 62:3 to 62:4 and S-76. See also Transcript of the  proceeding Vo l. I @ 44:8 to 44:10

a nd 44:l3). S e na righi wa s  initia lly told the  IP O da te  would be  12 to 18 months  from the  da te  he

26
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1

2

3

purcha s e d ACI Holdings  s tock. S e na righi re lie d upon this  be ca us e  he  pla mie d to s e ll the  s tock for

more  tha n he  pa id for it one  it wa s  publicly offe re d. S e na righi's  s a le  of the  s tock would be  pos tpone d

with the  offe ring da te , a nothe r 12 to 18 months . (See Tra ns cript of the  proce e ding Vol. I @  93:4 to

4 93:7). This  would de la y S e na righi's  a bility to profit from his  inve s tme nt. (See Tra ns cript of the

5

6

7

8

9

10

11

12

13

proceeding Vol. I @84:21 to 8514).

Sena righi re lied upon Respondent Purvis  and Respondents  Wolfe 's  representa tions  about

Respondent Purvis ' wea lth in making the ir decis ion to inves t be lieving tha t if the ir inves tment fa iled

their investment was secured, as he promised. (See Transcript of the  proceeding Vol. XIII @2301 :20

to 230219. See  a lso Transcript of the  proceeding Vol. XIII @2302112 to 2302:l4).

La s tly, Re s ponde nt P urvis  fa ile d to dis clos e  to S e na righi tha t NCGMI, the  compa ny he

opera ted, he ld ten million shares  of ACI Holdings s tock Any reasonable  investor would have  wanted

to know prior to inves ting tha t Respondent Purvis ' could de trimenta lly impact Sena righi and othe r

investor's  financia l interest, in the  event of a  public offering, because  of the  large  number of company

14 s hares  Res pondent Purvis  controlled.

15

16

17

18

19

20

21

22

23

24

Re s ponde nt P urvis  a ls o  mis re pre s e nte d to  inve s tors  a nd pote ntia l inve s tors  tha t he  owne d ACI

Holdings . (See Exhibit S -169, Exhibit S -121 a nd Exhibit S -170) Re s ponde nt P urvis  c la ime d tha t

ACI Holdings  wa s  his  compa ny a nd Ke a ton wa s  his  e mploye e . (S e e  Tra ns cript of the  proce e ding Vol.

I @  4 1 :2 2  to  4 1 :2 4 . S e e  a ls o Tra ns c rip t o f the  p roce e d ing  Vol. H @  299:12  to  299:l5 ). S uch  a

mis re pre s e nta tion ma y le a d a  pote ntia l inve s tor to  be lie ve  tha t Re s ponde nt P urvis  ha d intima te

knowle dge  a bout the  compa ny a nd its  pote ntia l for s ucce s s . Although Re s ponde nt P urvis  ma na ge d

NCGMI wh ic h  wa s  one  o f ACI Ho ld ings ' la rge s t s ha re ho lde rs ,  the re  is  no t a ny e vide nc e  tha t

Re s ponde nt P urvis  ha d a  pe rs ona l owne rs hip inte re s t in the  compa ny. (S e e  Exhibit S -l12 a nd Exhibit

S - ll3 ) .

25

26
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1

2

Based on Respondent Purvis  and Respondent Wolfe 's  misrepresenta tions  they clearly used

fraud in the  offer and sa le  of securities  to Senarighi, in viola tion of the  Securities  Act.

3 B. Michael Bukta

4 1 . Offe r and Sa le  of Securities

5

6

7

8

9

As previous ly discussed Bukta , the  son-in-law of Senarighi, a lso inves ted with Respondent

Purvis  and Respondent Wolfe . Bukta  and his  wife , Dane ll ("D. Bukta "), a re  members  of Chandle r

Chris tian Church, jus t a s  Respondent Purvis . (See Transcript of the  proceeding Vol. H @ 35824 to

358:5). Bukta  and D. Bukta  a re  lUll-time  miss iona rie s  in Pe ru and the ir work is  sponsored by the ir

church. (See Transcript of the  proceeding Vol. II @ 357:10 to 35711 l, 357:14 to 357:16 and 358:l to

10 358:5). Although Bukta  ha d a  brie f e ncounte r with P urvis  prior to 2002, it wa s  not until the ir

11

1 2
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me e ting  in  April 2002  a t the ir chu rch 's  a nnua l p icn ic  tha t Re s ponde n t P u rvis  d is cus s e d

investments. (See Transcript of the proceeding Vol. H @ 358: 18 to 358:20).

During the ir discuss ion, Respondent Purvis  told Bukta  tha t he  knew they were  miss ionarie s

a nd wa nte d to "he lp" the m s ince  the y we re  pre pa ring to le a ve  for the  mis s ion fie ld in P e ru. (S e e

Transcript of the  proceeding Vol. II @ 36l:2 to 361:4). Respondent Purvis  a sked Bukta  how much

money his  family needed to meet the ir expenses  and Bukta  responded tha t they needed $2000 per

month. (See  Transcript of the  proceeding Vol. II @ 361:10 to 361 :l 1). Respondent Purvis  suggested

to Bukta  tha t they "charge  off' the ir home mortgage  debt and no longer pay the ir mortgage  but own

the ir home "free  and clea r". (See  Transcript of the  proceeding Vol. II @ 361:12 to 361214. See also

Transcript of the  proceeding Vol. II @ 363:20 to 363:25, 372:l to 372:2 and 365:11 to 365:15).

Alte r the ir meeting, Bukta  contacted Respondent Purvis  for more  information about charging

off his home loan and the other investments Respondent Purvis offered. Bukta  convinced himself that

if it was illegal Respondent Purvis  would not have  suggested it. Respondent Purvis  directed Bukta  to

contact Respondent Wolfe  for more  information.(See  Transcript of the  proceeding Vol. IT @ 369:13

to 369114) Respondent Wolfe  told Bukta  that the  minimum investment was $100,000 (See Transcript

26
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of the  proceeding Vol. II @ 374:7 to 374111) and that Respondent Purvis would personally guarantee

his  investment. (See Transcript of the  proceeding Vol. H @376:25 to 377:2 and 378:22 to 378:25)

Since  they were  moving to Peru, the  Buktas planned to se ll the ir home. (See  Transcript of the

proceeding Vol. II @ 372:12 to 372: 14). Respondent Wolfe  told Bukta  tha t a lte r they sold the ir home

he  and Respondent Purvis  would inves t the  proceeds  from the  sa le  in the  bridge  loan inves tment

program. (See Transcript of the  proceeding Vol. H @ 372:15 to 372:17 and 374:1 to 374:3. See also

Tra ns cript of the  proce e ding Vol. II @.376:2 to 376:4, 376:19 to 376:22 a nd Exhibit S ~237 @

ACC00290). As  fa r a s  inves ting in ACI Holdings , Respondent Purvis  and Respondent Wolfe  told

Bukta  tha t if he  purcha se d s tock in the  compa ny its  va lue  would incre a se  thre e  to four time s  its

origina l price  a fte r the  company's  s tock became publicly traded within 18 months . (See Tra nscript of

the  proce e ding Vol. II @  377:11 to 377:13 a nd 377:16 to 377:17. See  a lso Exhibit S -237 @

ACC000292)

Subsequently, Bukta  spoke  to severa l individuals  a t Chandler Chris tian Church, including his

fa ther-in-Iaw, Senarighi, asking about the ir respective  experiences  with Respondent Purvis . Each of

the  individua ls  he  spoke  to be lieved Respondent Purvis  was  wea lthy and worth millions  and were

ple a se d with the ir inve s tme nts . (See Tra nscript of the  proce e ding Vol. II @ 36717 to 36729 a nd

368:23 to 368:24). Based on these  responses Bukta  decided to invest with Respondent Purvis . (See

Transcript of the  proceeding Vol. II @ 369:5 to 36917)

In September 2004, after he  sold his  home, Bukta  invested $100,000 with Respondent Purvis

and Respondent Wolfe  in the  bridge  loan program. Bukta  a lso inves ted $15,000 in ACI Holdings

s tock. (See Transcript of the  proceeding Vol. II @ 375:2 to 37514, 376:11 to 376:15, 380:8 to 380:10

and 380:14 to 380:15. See also Exhibit S-237@ ACC000289 and 000291). Bukta 's  payment for the

bridge  loan program was  made  payable  to NCGMI which Bukta  be lieved was  Respondent Purvis

company. (See  Transcript of the  proceeding Vol. II @ 380:17 to 380:19 and 380:22 to 380:25. See

a lso Transcript of the  proceeding Vol. II @ 379:25 to 380:3, 379:10 to 379112, 379:16 to 379:20 and
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379:21 to 379:24). Bukta 's  inve s tme nt in NCGMI's  bridge  loa n progra m wa s  wire d tra ns fe rre d

directly to American Church Trust, as  Respondent Purvis directed.

Re sponde nt Wolfe  a dvise d Bukta  to form a  corpora tion sole  so he  would not ha ve  to pa y

taxes on the  2% he  eanied each month on his  NCGMI investment. (See Transcript of the  proceeding

Vol. H @ 374:14 to 374:16). Ins te a d, if the  mone y wa s  be ing use d for minis try purpose s , Bukta

would not ha ve  to pa y ta xe s  on the  mone y he  e a rne d from his  inve s tme nt if it we re  pa id to his

corpora tion sole . (See  Transcript of the  proceeding Vol. II @374:24 to 374:25 and 389:21 to 389:23).

Bukta  had not heard of a  corpora tion sole  prior to meeting Respondents  Purvis  and Wolfe  and re lied

on the  information they gave him. (See Transcript of the  proceeding Vol. ll @39029 to 390311).

In October 2004, Bukta  spent $5000 for the  formation of a  corpora tion sole . (See Transcript

of the  proce e ding Vol. H @  365:14 to  365:15 a nd 374:16 a nd 380:l3). As  a  re s ult, Bukta 's

corpora tion sole , New Hope  Inte rna tiona l Minis tries , was  formed. (See Exhibit S -73 through Exhibit

S-75). Bukta  rece ived payment for his  NCGMI investment from Respondent Purvis  and Respondent

Wolfe  in the  name of his  corpora tion sole . (See  Exhibit S-72 and Transcript of the  proceeding Vol.

@ 388:23). Bukta  rece ived $6,000 in payments  for his  investment in NCGMI. (See Exhibit S -237 @

ACC000292 and Transcript of the  proceeding Vol. H @388:24 to 389:4).

When Bukta  told his  brothe r-in-law, Behm, about his  inves tment with Respondents  Purvis

a nd Wolfe  a nd the  cre a tion of a  corpora tion sole , Be hm be ca me  pla nne d. (See Tra nscript of the

proce e ding Vol. H @  383:11 to  383215, 383:17 to  383:l9). Be hm told  Bukta  tha t he  would

inve s tiga te  the  individua ls  a nd e ntitie s  involve d. Be a m wa nte d Bukta  to imme dia te ly a sk for his

inve s tme nt to be  re turne d be ca us e  he  s us pe cte d Bukta  ha d inve s te d in a  P onzi s che me . (See

Transcript of the  proceeding Vol. H @ 386:24 to 397:7. See also Transcript of the  proceeding Vol. H

@383:23 to 383:25).

Respondent Purvis a ttempted to delay the  re turn of Bukta 's  investment. (See Transcript of the

proceeding Vol. H @ 384:14 to 384:l6, 385:3 to 385:4 and 385:8 to 385:9). In particular, when Bukta
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offered and sold securities  to Bukta , in viola tion of the  Securities  Act.

7 2. Fra u d  in  c o n n e c tio n  w ith  Offe rs  a n d  S a le  to  Bu kta

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

There  a re  severa l ins tances  in which Respondents  Purvis  and Wolfe  used fraud in the  offe r

and sa le  of securitie s  to Bukta . Firs t, Respondents  Purvis  and Wolfe  told Bukta  tha t Respondent

Purvis  pe rsona lly gua ranteed Bukta 's  inves tment in NCGMI's  bridge  loan program (See  Exhibit S -

237 @ ACC000290. See also Transcript of the  proceeding Vol. 11 @ 376:25 to 37622 and 37715 to

377:7). Based no the  tes timony a t the  hearing, Respondent Purvis  fa iled to infonn his  investors  tha t

he  ha d ma de  the  sa me  promise  to othe r inve s tors  which ma y inte rfe re  with the ir a bility to obta in

re pa yme nt in the  e ve nt of a  proble m with the ir inve s tme nt. Als o the re  is  not a ny e vide nce  tha t

Respondent Purvis had personal assets to guarantee all of the investments he "personally guaranteed".

Secondly, Respondents  Purvis  and Wolfe  told Bukta  tha t his  inves tment in NCGMI's  bridge

loa n progra m would be  us e d to he lp fina ncia lly dis tre s s e d compa nie s . (See Tra ns cript of the

proce e ding Vol. H @ 378:6 to 378:l1). Howe ve r, the re  is  no e vide nce  tha t Bukta 's  inve s tme nt in

September 2004 was actua lly loaned to a  company in financia l cris is  before  it was re turned to him in

January 2005. (See Exhibit S -237 @ ACC000289).

Also, Respondents Purvis and Wolfe  suggested to Bukta  that he  could avoid paying taxes on

the  inte rest payments  he  rece ived for his  investments  by forming a  corpora tion sole . (See Transcript

of the  proceeding Vol. ll @ 374:22 to 374:25) Respondent Purvis  a lso represented to Bukta  tha t if

Bukta  ha d a  corpora tion sole  the n a nyone  who ga ve  e ithe r he  or his  wife  mone y the  donor could

re ce ive  a  ta x de duction jus t a s  if the y ha d a  50l(c)(3), non-profit e ntity. (See Tra ns cript of the

26

20



\

Docke t No. S -20482A-06-0631

1

2

3

4

5

6

7

8

proce e ding Vol. H @  391:18 to  39l:24). Bukta  re lie d  upon Re s ponde nt P urvis  a nd Wolfe 's

repre senta tions  about the  ope ra tion and bene fits  of a  corpora tion sole . In fact, Respondent Wolfe

ass is ted him in comple ting the  documents  to ge t it s ta rted. (See  Transcript of the  proceeding Vol. ll

@ 39212 to 392:4). It a ppe a rs  tha t Re sponde nt Wolfe  mis re pre se nte d to Bukta  the  purpose  of a

corporation of sole  and the  applicable  tax laws.

Ne xt, a lthough Bukta  purcha s e d $15,000 worth of ACI Holdings  compa ny s tock from

Respondents Purvis and Wolfe , (See Transcript of the  proceeding Vol. II @376:8 to 376: l5, 377:8 to

37721 l and 380115) Bukta 's name does not appear on the company's list of shareholders. (See Exhibit
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S -l2 l).

In spite  of Bukta 's  na me  not a ppe a ring on the  ACI Holdings ' sha re holde r lis t, Re sponde nt

Purvis  told Bukta  tha t he  could se ll his  ACI Holdings  s tock for three  to four times  its  purchase  price

a fte r the  s tock be ca me  publicly offe re d. (See Tra ns cript of the  proce e ding Vol. II @  377:11 to

377:l3). However, there  is  not any evidence  tha t the  company had comple ted the  s teps necessary to

become  publicly traded. If so, such informa tion would have  been readily ava ilable  to Respondent

Purvis  a s  a  director of ACI Holdings  from 2003 until 2005. And la s tly, Respondent Purvis  fa iled to

inform Bukta  tha t NCGMI, which is  managed by Respondent Purvis  and Respondent Wolfe , owned

te n million s ha re s  of s tock in ACI Holdings . (See Exhibit S -169). Bukta  de se rve d to ha ve  such

information disclosed prior to his  purchase  of the  stock since , NCGMI's  ownership of so many shares

could affected the  price  Bukta  could se ll his  s tock, in the  event of a  public offering.

Based on the  foregoing, Respondents  Purvis  and Wolfe  clea rly committed fraud in the  offe r

and sa le  of securities  to Bukta , in viola tion of the  Securities  Act.

22 c. JoAnn Brundege

23 1 . Offer and Sa le  of Securities

24

25

Brunde ge  ma de  a  fe w diffe re nt inve s tme nts  with  Re s ponde nts  P urvis  a nd Wolfe . In

Octobe r 2002, Brundege  inves ted $61,645.95 with Respondents  Purvis  and Wolfe  which was  he r
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entire  re tirement savings . (See Tra nscript of the  proce e ding Vol. W @ 600:12 to 600:15, 641:4 to

641:5 a nd S -332 @ ACC043761 a nd ACC043882. See  a lso Exhibit S -16 a nd Exhibit S -332 @

ACC043708, ACC043892, ACC043890 and ACC043894; and Transcript of the  proceeding Vol. W

@618:15 to 618:18 and 62l:2 to 621:11). Brundege  was  introduced to Respondent Purvis  in 2000

by he r ne phe w, Re s ponde nt Wolfe . At the  time , Brunde ge  ha d re tire d a s  a  bold<e e pe r a nd

Respondents  Purvis  and Wolfe  approached her to invest her re tirement savings she  mainta ined in a

401 (k) savings  account. Respondent Wolfe  told her tha t investing with him and Respondent Purvis

was  a  grea t inves tment and limited to a  se lect group of inves tors . (See Transcript of the  proceeding

Vol. W @ 58927 to 589:l1). Both Respondents  Purvis  and Wolfe  assured Brundege tha t tha t the  risk

was  minima l and she  would neve r lose  he r principa l inves tment. (See Transcript of the  proceeding

Vol. W @  601:4 to  60l:5. See also Transcript of the  proceeding Vol. W @ 667:11 to 667:18 and

667:19 to 667:20).

Brundege  trus ted he r nephew and be lieved she  could trus t Respondent Purvis  a lso, so she

decided to inves t even though she  had not been provided any informa tion about the  inves tments .

(See Transcript of the  proceeding Vol. W @ 598: 16 to 18. See  a lso Transcript of the  proceeding Vol.

W @ 598:19 to 598:20). Respondent Purvis  promised Brundege  a  24% re turn on he r inves tment.

(See  Transcript of the  proceeding Vol. W @ 599:9 to 599:l2, 601:4 to 60115 and 601:13). Brundege

spoke  mos tly with Re sponde nt P urvis  she  be lie ve d he  s e e me d to be  more  knowle dge a ble  tha n

Respondent Wolfe . (See Exhibit S-318 and Transcript of the  proceeding Vol. W @602: 19 to 602:23

and 623:14 to 623:l7.See also Transcript of the  proceeding Vol. W @670:1 to 670:4).

La te r, Re sponde nts  P urvis  a nd Wolfe  told Brunde ge  tha t he r $60,000 inve s tme nt would

increase  to $180,000 if she  "le t it ride" for three  years . (See Transcript of the  proceeding Vol. W @

667:24 to 668:3. S e e  a lso S -314). Re sponde nts  P urvis  a nd Wolfe  a s sure d Brunde ge  tha t the ir

investments had performed well in the past and she relied on these representations.
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S oon a fte r, Re s ponde nt P urvis  dire cte d Brunde ge  to ope n a  s e lf-dire cte d IRA a ccount with

Ame rica n Church Trus t in which Brunde ge  de pos ite d he r re tire me nt s a vings . (S e e  Tra ns cript of the

proce e ding Vol. W @  600:22 to 600:23 a nd 60325 to 603:9). Re s ponde nt P urvis  told Brunde ge  to

lis t him a s  the  "a uthorize d a ge nt" for he r Ame rica n Church Trus t a ccount. This  pe rmitte d Re s ponde nt

P urvis  to  re ce ive  copie s  of Brunde ge 's  qua rte rly s ta te me nts  a nd a  copy of corre s ponde nce  from

Ame rica n Church Trus t to  Brunde ge , (See E xh ib it S -332  @  ACC043708  a nd  Tra ns c rip t o f the

proce e ding Vol. W @  640:8 to 64019. S ee  a ls o Exhibit S -312 a nd Exhibit S ~332 @  ACC0043888

ACC0043892, ACC043890, ACC043896 a nd ACC043897). S hortly the re a fte r, Re s ponde nt P urvis

provide d Brundge  with two tra ding a uthoriza tions  for he r to s ign s o he  could e xe cute  inve s tme nts  on

he r be ha lf (S e e  Tra ns cript of the  proce e ding Vol. IV @ 607:22 to 607:24 a nd 612:7. See a lso E xh ib it

S -312 a nd Exhibit S -340). Brunde ge s  te s tifie d during the  a dminis tra tive  he a ring tha t initia lly s he  wa s

comforta ble  inve s ting with Re s ponde nt P urvis  a nd giving him a uthority to e xe cute  inve s tme nts  for

he r be ca us e  s he  trus te d him a nd be lie ve d his  promis e  to "ta ke  ca re  of he r". (See Exhibit S -317 a nd

Tra ns cript of the  proce e ding Vol. W @607:25 to 608:1 a nd 609: 14 to 609120)

Re s ponde nt P urvis  a nd Wolfe  us e d Bnlnde ge 's  e ntire  inve s tme nt of $61,645.95 to fund a

note  be twe e n he r a nd Corpora te  Archite cts . (S e e  Tra ns cript of the  proce e ding Vol. W @  644:2 to

64415. See  a ls o Exhibit S -332 @  ACC043892). Re s ponde nt P urvis  us e d funds  from Brunde ge  a nd

s e ve ra l o the r inve s tors  to  fund a  loa n  to  the  compa ny for $263,660.49 (See Exhib it S -331  a nd

Exhibit S -313. S e e  a ls o Tra ns c rip t o f the  p roce e d ing  Vol.  W @  612:25  to  613 :2  a nd  625 :13  to

625:17). Re s ponde nt P urvis  ne ve r told Biunde ge  tha t he r e ntire  re tire me nt s a vings  would be  us e d to

fund a  loa n to one  compa ny. S e e  Tra ns cript of the  proce e ding Vol. W @643: lb to 644:1). Brunde ge

wa s  not fa milia r with  Corpora te  Archite c ts (See Tra ns c rip t o f the  p roc e e d ing  Vo l.  W @  6 ll:4  to

61115) a nd wa s  not give n the  opportunity by Re s ponde nt P urvis  to re vie w the  promis s ory note  be fore

it wa s  s igne d a nd the  loa n funde d us ing he r inve s tme nt. (S e e  Tra ns cript of the  proce e ding Vol. W @

613:19 to 613122. S e e  a ls o Exhibit S -313). If Brunde ge  ha d  re vie we d the  loa n , s he  would  ha ve
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imme dia te ly notice d tha t the  note  wa s  not colla te ra lize d, a s  s he  wa s  promis e d. The  colla te ra l wa s  a

pe rs ona l gua rantee  from the  P re s ident of Corpora te  Archite cts . (See Tra ns cript of the  proce e ding Vol

W @  614:3 to 6l4:6). Biunde ge  e xpe cte d more  s e curity on he r inve s tme nt tha n Re s ponde nt P urvis

and Res pondent Wolfe  gave  he r

From the  time  of he r inve s tme nt, Biunde ge  re ce ive d qua rte rly s ta te me nts  from Ame rica n

Church Trus t re ga rding he r inve s tme nt. According to the  s ta te me nts  Brunde ge  wa s  re ce iving monthly

cre dit for inte re s t on he r note  with Corpora te  Archite cts . (See Tra ns cript of the  proce e ding Vol. W @

630:10 to 630:14 a nd 687:3 to 687:8. See  a lso S -332 @  ACC043892). Howe ve r, Bmnde ge  did not
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know tha t the  note  had not been repa id

S ubs e que ntly, Brunde ge  notice d tha t the  e a rnings  ma de  on the  Corpora te  Archite cts  note  ha d

be e n move d to S te rling Trus t. (S e e  Tra ns cript of the  proce e ding Vol. W @ 687:3 to 687:8). Brunde ge

la te r lea rned tha t in November 2003, a s  he r ea rnings  grew, Res pondent Purvis  trans fe rred $10,591 .40

from he r Ame rica n Church Trus t a ccount to S te rling Trus t. (See Exhibit S -16 a nd Exhibit S -336 a nd

Exhibit S -269. See  a ls o Exhibit S -336 @ ACC043777 a nd ACC043780. See  a ls o Tra ns cript of the

proce e ding Vol. W @ 604:15 to  604:l9)

In De ce mbe r 2003, Re s ponde nt P urvis  us e d the  $10,591.40 he  de pos ite d into Brunde ge 's

S te rling Trus t a ccount to purcha s e  13,235 s ha re s  of ACI Holdings  s tock. (See Exhib it S -199 a nd

Tra ns cript of the  proce e ding Vol. W @  604:15 to 604:19 a nd 648:10 to 64914. See  a ls o Exhib it S

339 @  ACC04377 a nd Exhibit S -33). Re s ponde nt P urvis  wa s  a ble  to e xe cute  this  purcha s e  without

Brundege 's  knowledge  becaus e  s he  had authorized him as  he r account repres enta tive . (See Exhibit S

335 @ ACC043788 a nd Tra ns cript of the  proce e ding Vo l. IV @ 660:18 to  660:20)

At one  time , Re s ponde n t P urvis  a nd  Re s ponde n t Wolfe  me ntione d  to  Brunde ge  a bou t

purcha s ing ACI Holdings  s tock a nd the  incre a s e  in  the  s tocks ' va lue  a lte r the  compa ny be ca me

publicly traded but Bnundege  was  not inte re s ted in inves ting in the  company. In fact, both Res pondent

P urvis  a nd Re s ponde nt Wolfe  kne w tha t Brunde ge  ha d ve ry minima l inve s tme nt e xpe rie nce  a nd wa s
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not accredited, a s  required by the  subscription agreement and priva te  offe ring memorandum. (See

Transcript of the  proceeding Vol. W @ 666:22 to 667:4 and 666:19 to 666:2l. See also Tra nscript of

the  proceeding Vol. W @67733 to 677:4).

Eve ntua lly, Brunde ge  be ga n se e king inde pe nde nt infonna tion a bout he r inve s tme nts  with

Respondents  Purvis  and Wolfe . She  s ta rted by sending e -mails  to Respondent Purvis  inquiring into

he r inves tments . (See  Exhibit S -325. See  a lso Tra ns cript of the  proce e ding Vol. W @ 627:11 to

627116, 627:15 a nd 629:5 to 629:10). Howe ve r, Re s ponde nt P urvis 's  a ns we rs  to Brunde ge 's

questions were  not sa tisfactory. (See Transcript of the  proceeding Vol. W @ 627:11 to 627124. See

a lso Transcript of the  proceeding Vol. W @ 633:2 to 633:6 and 63238 to 632:l0). In fact, a t times ,

when she spoke to Respondent Purvis he was demeaning. (See Transcript of the  proceeding Vol. W

@ 627:11 to 627:25. See also Transcript of the  proceeding Vol. W @ 623:21 to 623:23 and Exhibit

S-17). So, Brundege decided to do her own research about her investments. She began by contacting

American Church Trust to obta in information about her note  with Corpora te  Architects . (See  Exhibit

S-330 and Transcript of the  proceeding Vol. W @628:23 to 629:4, 654:19 to 654:25, 629:1 to 629:4,

629:11 to 629:14 and 632:6 to 632:17. See also Exhibit S -316). Howe ve r, Ame rica n Church Trus t
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told Brunde ge  to conta ct Re s ponde nt P urvis , he r a ccount re pre s e nta tive  for more  informa tion a bout

he r inve s tme nt. (See Tra ns cript of the  proce e ding Vol. W @63312 to 633:6 a nd Exhibit S -316).

In  a ddition to  the  Corpora te  Archite c ts ' note  a nd ACI Holdings  s tock, Bmnde ge  inve s te d

$8,200 in NCGMI in April 2004. Brunde ge  obta ine d the  proce e ds  for this  inve s tme nt from the  s a le  of

he r motor home . (S e e  Tra ns cript of the  proce e ding Vol. W @605:22 to 605:24).

Ea ch month  Bmnde ge  a nd he r pa re nts  re ce ive d a ccount s ta te me nts  from NCGMI which

provide d: a ) a  de s cription of the ir inve s tme nt(s ), b) the  da te (s ) of the  inve s tme nt(s ), c) the  ra te  of

re turn  on the ir inve s trne nt(s ), a nd d) curre nt ba la nce  of the  a ccount(s ). (S e e  Exhibit S -315 a nd

Exhibit S -334). For ins ta nce , Brunde ge 's  J a nua ry 2005 s ta te me nt s hows  s he  inve s te d $8,200 in

"ACI" wh ic h  is  ACI Ho ld ings . (See Exhibit S -315) The  ne xt month Brunde ge 's  s ta te me nt re fle cte d
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a n inve s tme nt in the  s a me  a mount with "VplvI", which is  Va nua tu P roje ct Ma na ge me nt ("VP M")

(See Exhibit S -315 a nd Tra ns cript of the  proce e ding Vol. XW @  2482121 to 2482:24). VP M

ma na ge s  a  proje ct of a n offshore  mining ope ra tion a nd re sort de ve lopme nt in Va nua tu which is

loca te d in the  S outh P a cific. (See Tra nscript of the  proce e ding Vol. XW @ 2480110 to 2481 :l3)

The  Vanua tu project was  crea ted by Respondent Purvis  and a  few othe rs . (See  Transcript of the

proce e ding Vol. XIII @  2280110 to 2280:l3). Brunde ge  wa s  puzzle d by the  move me nt of he r

investment from one company to another

Then, in 2005, Brundege  was  required to withdraw a  minimum amount of money from he r

American Church Trust and Ste rling Trust investments  because  she  had reached the  required age

Brunde ge  wa s  upse t a bout how difficult it wa s  for he r to withdra w he r funds  to pa y the  re quire d

minimum dis tribution. In 2005, Brunde ge  wa s  re quire d to withdra w $2726.55 from he r Ame rica n

Church Trus t a ccount (See Exhibit S -323 @ ACC043655. S e e  a lso Exhibit S ~320) a nd a nothe r

$2327.00 from he r S te rling Trus t account. (See  Exhibit S -324 @ ACC043684. See also Exhibit S

321). Brunde ge  told Re s ponde nt P urvis  a bout he r ne e d to withdra w funds  from he r Ame rica n

Church Trus t account. So, Respodent Purvis  a rranged for NCGMI to purchase  a  limited amount of

Brundege 's  inte res t in he r note  with Corpora te  Architects . Brundge  would be  pa id $2,727.00 in this

transaction. (See  Transcript of the  proceeding Vol. W @ 74523 to 745:4 and Exhibit S-327. See also

Exhibit S -323)

Respondent Purvis suggested a  similar arrangement for Brundege 's  Sterling Trust account. In

this  agreement, Respondent Purvis  and NCGMI would purchase  3,750 sha re s  of Brundege 's  ACI

Holdings  s tock a t the  price  of $.80 per share  for a  tota l of $3,000 (See Exhibit S -203 a nd Exhibit S

323. See also Exhibit S -200, Exhibit S -322 and Exhibit S -21). Respondent Purvis  s igned the  s tock

purchase  agreement on beha lf of NCGMI as  the  company's  executive  director. (See Exhibit S -203

Exhibit S -169, Exhibit S -320 a rid Tra nscript of the  proce e ding Vol. VIII @ l495:5 to l495:24. See

a lso Transcript of the  proceeding Vol. W @ 715: l5 to 715:24). This  was consis tent Mth Brundege 's
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be lie f tha t NCGMI was  Respondent Purvis ' priva te  company. (See Transcript of the  proceeding Vol.

W @ 67023 to 670:4 and 605:8 to 605:11 and 67021 to 67016) because some of the correspondence

she  re ce ive d from Re sponde nt P urvis  wa s  on NCGMI's  le tte rhe a d. (See S-317 a nd Exhibit S -17)

Nonetheless, Brundege agreed to both of these  transactions in order to obta in the  funds she  needed

to ta ke  the  minimum dis tributions  from he r Ame rica n Church Trus t a nd S te rling Trus t a ccounts .

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

(See  Exhibit S -323@ ACC043655).

Although Brundege  had rece ived the  funds  she  needed to make  he r required dis tribution,

she was disappointed that the  process was so arduous. Brundege was a lso surprised by Respondent

Purvis ' la ck of knowle dge  re ga rding re quire d minimum dis tributions  for inve s tme nts . (Se e  Exhibit

S -323 a nd Tra nscript of the  proce e ding Vol. W @ 724: 23 to 72514. See  a lso Tra nscript of the

proceeding Vol. W @ at 708:23 to 70915 and 71023 to 710211). Based on this experience, Brundege

de cide d s he  no longe r wa nte d to inve s t with Re s ponde nts  P urvis  a nd Wolfe  a nd re que s te d

Re sponde nt P urvis  to re turn he r inve s tme nts . Re sponde nt P urvis  told Brunde ge  tha t in orde r to

refund her money, she  needed to s ign a  re lease  agreement. Respondent Purvis  sent Brundege  and

he r a ttorne y a  dra ft of a  re le a s e  a gre e me nt. The  a gre e me nt would a llow Re s ponde nt P urvis  to

purchase  BrL1ndege 's  entire  interest in the  Corporate  Architects  note  for a  payment to Bnundege for

$58,918.95. (See  S-328 and Transcript of the  proceeding Vol. W @ 74523 to 74514 and 744:23).

Brunde ge  a nd  he r a tto rne y a tte mpte d  to  ne gotia te  the  de ta ils  o f the  a gre e me nt bu t we re

unsuccessful. (See  Transcript of the  proceeding Vol. W @746:11 to 746:25). Moreover, Respondent

P urvis  told Brunde ge  tha t he  would only ne gotia te  with he r if s he  did not coope ra te  with the

Divis ion's  inquiry into he r inve s tme nts  with Re sponde nt Wolfe  a nd himse lf (See Transcript of the

proce e ding Vol. W @ 757:25 to 758:l 1). S ince  Brunde ge  chose  to coope ra te  with the  Divis ion's

investiga tion, an agreement was not reached and her investments , to da te , have  not been re turned.

(See Transcript of the  proceeding Vol, W @ 746:24 to 746325. See also Transcript of the  proceeding

Vol. W @  747:23  to  747 :25 . See  a lso Exhibit S -16). As  a  re s ult, in  2006Brunde ge  notifie d
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1 Ame rica n Church Trus t to  re voke  Re s ponde nt P urvis ' a uthority to  tra ns a ct bus ine s s  on he r

2

3

4

account. (See Exhibit S -26).

The  hea ring record provides  convincing evidence  tha t Respondent Purvis  and Respondent

Wolfe  offered and sold securities  to Brundege, in viola tion of the  Securities  Act.

5 2. Fraud in connection with Offers and Sale to Brundege

6

7

8

9

The re  we re  s e ve ra l ins ta nce s  of Re s ponde nts  P urvis  a nd Wolfe  us ing fra ud to induce

Brunde ge  to purcha s e  of s e curitie s . Firs t, Re s ponde nt P urvis  fa ile d to te ll Brunde ge  tha t he r

inves tment would be  used to fund a  loan to Corpora te  Architect. Brundege  should have  been told

and because  reasonable  investor would have  wanted to know the  investment they would be  placed,

1 0

1 1

1 2

1 3 Ne xt,

1 4

1 5

1 6

1 7

prior to inve s ting.

S e condly, Re sponde nt P urvis  mis re pre se nte d to Brunde ge  tha t he r risk in the  Corpora te

Archite cts ' loa n wa s  minima l, whe n in fa ct the re  wa s  s ignifica nt risk if the  borrowe r did not re pa y

the  note . Re s ponde nt P urvis  mis re pre s e nte d  to  Brunde ge  by re porting  mis le a ding

informa tion to American Church Trus t which sugges ted tha t inte re s t payments  were  be ing pa id to

Brundege 's  American Church Trust account, when in fact payments  were  not be ing made

Als o , Re s ponde nts  P urvis  a nd  Wolfe  p romis e d  Brunde ge  a  re tu rn  of 300% on  he r

inve s tme nt in the  Corpora te  Archite cts  loa n within thre e  ye a rs  if she  le t the  principa l a nd inte re s t

bu t he r a ccount s ta te me nt d id  no t re fle ct the  like lihood of s uch  a n1 8 re ma in  in  the  a ccount,

1 9

20

extraordinary re turn. Bmndege 's  account s ta tements  mere ly re flected a  re turn of 2% per month.

In addition, Respondents  Purvis  and Wolfe  told Brundege  tha t he r inves tment was  secured

2 1

22

23

24

25

with a  pe rs ona l gua ra nte e  by Re s ponde nt P urvis , a s  we ll a s  a  UCC-l fina ncing s ta te me nt, a

pe rs ona l gua ra nte e  from the  compa ny pre s ide nt a nd a nothe r note  a re  not a de qua te  s e curity,

e specia lly s ince  Bmndege  used he r re tirement savings . Despite  Respondent Purvis ' cla ims tha t he

is  worth millions  of dolla rs , he  did not the n, nor doe s  he  now, posse s s  sufficie nt a s se ts  to re pa y

Bnundege  in the  event Corpora te  Architect defaulted on its  note  with Brundege .
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In re ga rds  to the  NCGIVII inve s tme nt, Re sponde nt P urvis  mis le d Brunde ge  into be lie ving

tha t she  would rece ive  re turns  of 2% pe r month. However, Respondent Purvis  fa iled to disclose  to

Brunde ge  tha t the  e ntity re lie d s ole ly on funds  from ne w inve s tors  to re pa y pre vious  inve s tors .

Also, Respondent Purvis  fa iled to inform Brundege  tha t the  funds  she  and othe r inves tors  placed

with NCGMI we re  use d by Re sponde nt Purvis  to pa y his  pe rsona l e xpe nse s . (Se e  Exhibit S -251,

Exhibit S -286, Exhibit S -279, Exhibit S -280, Exhibit S -132, Exhibit S -133).

As  fa r a s  the  ACI Holdings  inves tment, Respondent Purvis  told Brundege  tha t the  va lue  of

he r s tock would increase  three  to four times  its  origina l purchase  price  a fte r the  company became

publicly traded. However, the  company did not take  the  s teps  to become publicly traded.

In addition, Respondents  Purvis  and Wolfe  directed Brundege  to s ign severa l documents  in

orde r to e s ta blis h inve s tme nt a ccounts  with Ame rica n Church Trus t a nd S te rling Trus t. (S e e

Exhibit S -17). In pa rticula r, a  S te rling Trus t le tte r s ta te d tha t Re sponde nt Purvis  did not a dvise  or

influe nce  Brunde ge 's  de cis ion to inve s t in ACI Holdings . (S e e  Exhibit S -18). Although Brunde ge

kne w the  informa tion conta ine d in  the  le tte r wa s  fa ls e , Re s ponde nts  P urvis  a nd Wolfe  told

Brundege  tha t if she  did not s ign the  le tte r she  would not be  pe rmitted to inves t. (See  Transcript of

the  proceeding Vol. W @ 689:2 to 68914. See also Exhibit S -317, Exhibit S -319 a nd Tra nscript of

the  proce e ding Vol. IV @ 662:10 to 662:I3). As  a  re sult, Brunde ge  s igne d the  le tte r. During he r

testimony at the  hearing Bmndege sta ted that Respondent Purvis had, in fact, influenced her decision

to inves t with ACI Holdings  and advised he r to do so. (See  Transcript of the  proceeding Vol. IV @

66518 to 665:l6). This  is  re minisce nt of whe n Re sponde nt P urvis  told Brunde ge  to s ign the  ACI

Holdings  Subscription Agreement s ta ting she  was an accredited investor even though she  was not.

(See Exhibit S -201 and Transcript of the  proceeding Vol. W @666:l to 666:2.l).

Unfortuna te ly, Brundege  became  a  victim of Respondent Purvis  and Respondent Wolfe 's

scheme. Possibly because she was preoccupied as the  primary caregiver for both of her e lderly a iling

parents, a t the time she invested. (See Transcript ofthe proceeding Vo l. W 656:2 to 656:5 and 656:16
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to 656:20). None the le ss , a ll of these  a re  explicit examples  of Respondent Purvis  and Wolfe  us ing

fraud in the offer and sale  of securities to Brundege.

3 D. Russell and Fern Montgomery

Offer and Sale of Securities4 1.

5

6
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8
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Brundege 's  pa rents  and Respondent Wolfe 's  grandparents , Russe ll and Fe rn Montgomery

(the  "Montgome rys "), a ls o  inve s te d  in  the  compa ny. (See Exh ib it S -329  a nd  S -334 ) The

Montgome rys  inve s te d $59,500 in  NCGMI. (See Exhibit S -334). The  Montgome rys  monthly

NCGMI a ccount s ta te me nt shows  tha t until Augus t 2004, the ir inve s tme nt wa s  use d to purcha se

ACI Holdings  s tock. The n the ir NCGMI s ta te me nts  re fle cte d tha t in June  2005 the ir funds  we re

inve s te d with "VP M". In J uly 2005 the  Montgome rys  inve s te d in "ACI" which is  ACI Holdings .

As  of June  2005, the ir a ccount s ta te me nts  re fle ct tha t the y we re  inve s te d in "VP M" which is  the

Vanua tu project. Fina lly, in July 2005 the  Montgomerys ' inves tment de scription changed aga in to

an inves tment in a  "loan". (See  Exhibit S -334) In spite  of the  incons is tency in the ir inves tment, the

Montgome rys ' a ccount s ta te me nts  showe d e a rnings  of 2% pe r month a nd the y re ce ive d inte re s t

pa yme nts  from NCGMI. (S e e  Exhibit S -334 a nd @  ACC043546 a nd Acc043541. S e e  a lso

16 Transcript of the  proceeding Vol. W @729:14 to 729: 19).

2.17 Fraud in the offer and sale of securities to Russell and Fern Montgomery

18 Re s ponde n t P urvis  us e d  fra ud  in  the  o ffe r a nd  s a le  o f s e c uritie s  to  Rus s e ll a nd  Fe rn

19

20

21
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24

Montgome ry. P rior to pa s s ing, the  Montgome rys  we re  e lde rly inve s tors  who wa nte d to inve s t

the ir re tirement savings . At one  time , the ir NCGMI account s ta tement showed the  Montgomery's

inve s te d in ACI holdings . Howe ve r, the ir na me s  do not a ppe a r on the  ACI sha re holde r lis t. (Se e

Exhibit S -l2l a nd Exhibit S -l2lA). In s pite  of this , the  Montgome rys  re ce ive d pa yme nts  on the ir

investments . (See  Exhibit S-334 @ ACC043537 and ACC043544).

Also, the  Montgome rys ' NCGMI s ta te me nts  showe d the ir inve s tme nt cha nging from ACI

25 Holdings  to  Va nua tu  P ro je ct Ma na ge me nt. Accord ing  to  te s timony from Divis ion  S pe cia l
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Inve s tiga tor, Rona ld Ba ra n, the  Va nua tu P roje ct Ma na ge me nt is  a  compa ny de ve loping the

Vanua tu P roject. (See  Transcript of the  proceeding Vol. XW @ 2482:2l to 248322) The  Vanua tu

P roje ct is  a  5 to 10 ye a r de ve lopme nt proje ct of a  S outh P a cific is la nd. (See Tra nscript of the

proceeding Vol. XIV @ 2480:l0 to 2481 :la  and 2481 :la  to 24889). The  project encompasses  four

diffe rent phases  of deve lopment, ranging from deve lopment of infra s tructure  to cons truction of a

marina  and resort. The  project was  es timated to cost $147 million dolla rs . None the less , the

7

8

Mo n tg o me rys  re c e ive d  p a yme n ts  o n  th e ir NCG MI in ve s tme n t.  (S e e  E xh ib it S -3 3 4  @

ACC043537 a nd ACC043544). This  is  odd s ince  the  Montgome rys  we re  inve s te d in VPM which

9

10

11

12

is  the  company tha t oversees  the  deve lopment of the  Vanua tu project. In fact, Respondent Purvis

wrote  checks  to VPM from NCGMI. These  payments  a re  not like ly inves tments  s ince  the  Vanua tu

proje ct is  s till in its  infa ncy. (See Transcript of the  proceeding Vol. XW @ 2506:1 to 2506:16. See

a lso Exhibit S -334 @ ACC043536 and ACC043537).

13

14

More ove r, Re s ponde nt P urvis  a ppe a re d to be  funding the  Va nua tu proje ct with NCGMI

funds . Re s ponde nt P urvis  wire d mone y from NCGMI's  ba nk a ccount to Ge rma in Re s ource s  a

15
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bus ine s s  hire d by Re s ponde nt P urvis  to che mica lly proce s s  the  ma nga ne s e  obta ine d from

Vanua tu. (See  Transcript of the  proceeding Vo l. XIV @ 2492118 to 249330) Als o, Re s ponde nt

Purvis  transferred la rge  amounts  of money from NCGMI to Inte rna tiona l Project Management. (See

Tra nscript of the  proce e ding Vol. XW @ 2506:l7 to 2508:3 a nd 2509:18 2510:5). NCGMI funds

were a lso transferred to Ocean Recreation which was owned by Robert Rae ("Rae"). (See Transcript

of the  proceeding Vol. XIV @2516:2 to 2516:20). Rae  is  one  of five  people  lis ted on VPM and PM

documents  as  an "important pe rson" to the  project. (See Tra nscript of the  proce e ding Vol. XW @

25l5:ll to  2515:22).

In a ddition to Re s ponde nt P urvis  us ing NCGMI monie s  to fund the  Va nua tu proje ct, the

hearing record provides evidence that Respondent Purvis used investors ' funds in NCGMI to pay his

personal expenses such as, a  down payment for a  new home worth $1 million (See Transcript of the
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proce e ding Vol. XIII @2342:6 to 2345:l5, Exhibit S -156 a nd Exhibit S -251. See also Tra nscript of

the  proceeding Vol. XIII @ 2348:ll to 2348:l4), a  down payment on a  home  for Sounye  Gonza lez-

Bea ll and James  Bea ll (See  Transcript of the  proceeding Vol. XIII @2522:l to 2522:l3 and Exhibit

S -43, Exhibit S -42 and Exhibit S -41), jewe lry (See  Exhibit S -132 and Exhibit S -133), a  new truck

(See Tra nscript of the  proce e ding Vol. XIII @ 2436120 to 2327 a nd Exhibit S -l35); his  la wye r's

re ta ine r (S e e  Tra nscript of the  proce e ding Vol. XIII @ 2363221 to 2364117 a nd Exhibit S ~l54),

medica l expenses  for Respondent M. Purvis  (See  Transcript of the  proceeding Vol. XIII @ 2364:20

to 2365:l6 a nd Exhibit S -153), a nd pa yme nts  to Re sponde nt P urvis ' cre dit union a ccount (See

Tra ns cript of the  proce e ding Vol. XIII @ 243521 to 2435:23, Exhibit S -151, Exhibit S -152 a nd

Exhibit S -157). The  home  a nd truck we re  to be  title d in the  na me s  of Re sponde nt Purvis  a nd/or

Respondent M. Purvis , not any one  e lse  or NCGMI.

Give n the  fa ct tha t the  Montgome rys  we re  e lde rly a nd in fra il he a lth, a t the  time  of the ir

inve s tme nt, it is  unlike ly tha t the y would ha ve  a pprove d the ir inve s tme nt be ing us e d to pa y

Respondent Purvis ' personal expenses. Based upon the  evidence  presented in the  hearing record,

Respondent Purvis  used fraud in the  offer and sa le  of securities  to the  Montgomerys, in viola tion of

the  Securities  Act.1 6

1 7

1 8

E. Catherine and Michael Barnowskv

Offer and Sale of Securities1.
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Respondent Purvis  offe red and sold Ba rnowsky securitie s  in ACI Holdings  and NCGMI. In

2003, Respondent Purvis  me t Bamowsky through he r daughte r, Dawn Grieco ("Grieco") during a

vis it to Arizona  from Wyoming. (See  Transcript of the  proceeding Vol. X @ 173513 to 1735:5 and

1735113 to 1736:16). Ba niowsky ha d se mi-re tire d in 2001 from te a ching. (See Tra nscript of the

proceeding Vol. X @ 1732:7 and 1733:6). S ince  tha t time  Ba rnowsky ha s  made  and sold potte ry

(See Transcript of the  proceeding Vol. X @ 173219 to l732:13) while  her husband works part-time as

a logger. (See Transcript of the proceeding Vol. X @ 1741 :4 to 174135).
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During that 2003 visit to Arizona, Grieco revealed to her mother that she and her husband had

invested with Respondent Purvis  and were  rece iving monthly payments . This  captured Bamowsky's

inte re s t be ca use  Ba mowsky a nd he r husba nd ha d be e n looking for a  wa y to a m monthly income

from the ir inves tments . (See  Transcript of the  proceeding Vol. X @ 1736123 to l737:4). Grieco told

Bamowsky tha t Respondent Purvis  could persona lize  an investment plan for her parents  tha t would

give  them the  re turn they desired on the ir investments . (See Tra nscript of the  proce e ding Vol. X @

l737:7 to l737:13). Grie co a nd he r hus ba nd S cott ha d be e n long-time  frie nds  a nd inve s tors  of

Respondent Purvis  and Respondent M. Purvis . (See Transcript of the  proceeding Vol. X @ 1735:6

to 1735:9).

Baniowsky expla ined to Respondent Purvis  tha t she  planned to invest the  re tirement savings

she had accumulated for many years. (See Transcript of the proceeding Vol. X @ 1741221 to 1742:2.

See  a lso Tra ns cript of the  proce e ding Vol. X @  1742:10 to 1742:l4) Re s ponde nt P urvis  told

Barnowsky he was a  Christian person who wanted to help her. (See Transcript of the  proceeding Vol.

X @ l743:3 to l743:4).

In March 2004, the Barnowskys returned to Phoenix to meet Respondent Purvis to discuss the

poss ibility of inve s ting with him. (S e e  Tra nscript of the  proce e ding Vol. X @ l737:l5 to 1737118

and 1738112 to 1738:13). The  Barnowskys  s ta ted tha t they were  looking for a  monthly income  on

the ir investment. The  Baniowskys needed the  income to meet the ir monthly expenses, including the

mortga ge  for the ir ne w home . (S e e  Tra nscript of the  proce e ding Vol. X @ 1741:4 to l741:8 a nd

1742:19 to l742:20). Barnowsky explained to Respondent Purvis that they would not be  able  to make

the ir monthly e xpe ns e s  without a  monthly income . (S e e  Tra ns cript of the  proce e ding Vol. X @

1778:17 to 1778:19). Respondent Purvis told the  Bamowskys that he  had an investment which would

give  them a  monthly income. (See  Transcript of the  proceeding Vol. X @ 1739:2 to 1739:5).
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The  firs t inve s tme nt Re s ponde nt P urvis  dis cus s e d with the  Ba rnows kys  wa s  in NCGMI.

Ba mows ky d id  no t know in itia lly wha t NCGMI wa s  bu t la te r le a rne d  tha t it is  a  "Chris tia n"

inves tment company. (See  Transcript of the  proceeding Vol. X @ l740:l3 to l740:l6). Respondent

Purvis  told Bamowsky tha t an inves tment with NCGMI would offe r them a  re turn of 2% pe r month.

(See Transcript of the  proceeding Vo l. X @ l739:7 to l739:l 1). Re sponde nt Purvis  told Ba rnowsky

tha t his  pa yme nts  on he r inve s tme nts  would be  "gifts " a nd not ta xa ble . (S e e  Tra ns cript of the

proce e ding Vol. X @  l758:l4 to l758:18). Re s ponde nt P urvis  a ls o offe re d the  Ba mows kys  a n

investment of ha lf of the ir inves tment in ACI Holdings  s tock and the  other ha lf of the ir inves tment in

NCGMI. The  NCGMI inves tment would give  them the  monthly income  the  sought, plus  the  bene fit

of company s tock which could be  la te r sold. (See  Transcript of the  proceeding Vol. X @ 1739116 to

1739:l9 a nd 1767114 to 1767:l7). Re s ponde nt P urvis  re pre s e nte d to the  Ba mows kys  tha t the

company s tock would be  worth double  or triple  its  purchase  price  when the  s tock became  publicly

traded in 2006. Respondent Purvis  a lso told the  Bamowskys they would rece ive  monthly inte rest on

the  othe r ha lf of the ir inves tment. (See Transcript of the  proceeding Vol. X @ 1757: 18 to 1757220

a nd 1773: 24 to 1774:23. See  a lso Tra nscript of the  proce e ding Vol. X @ l773:17). Re sponde nt

Purvis  told Bamowsky tha t she  could "become a  milliona ire" with this  inves tment (See Tra nscript of

the  proceeding Vol. X @ l772:ll to 1772: 14) but Bamowsky mere ly wanted a  monthly income  and

be  comforta ble  during the ir re tire me nt. (See Tra ns cript of the  proce e ding Vol. X @  l772:l0  to
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1772:14).

Bamowsky wrote  note s  during he r discuss ions  with Respondent Purvis  so she  could re fe r

back to them when she had questions regarding her investment. (See Exhibit S -310A and Transcript

of the  proceeding Vo l. X @ 1746:l2 to 1746:15). Respondent Purvis  a lso told the  Barnowskys  tha t

he  personally guaranteed the ir investment. Barnowsky s ta ted the  following during the  adminis tra tive

hea ring unde r oa th, "...if the re  is  any problems a t a ll...he  would pay it back to us  with his  pe rsona l

funds ." (See Transcript of the  proceeding Vol. X @ 1743110 to 1743: 21 and 1777:22 to 1777:23).
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Respondent Purvis  told the  Barnowskys tha t the ir investment with them was guaranteed, regardless

of marke t conditions  because  his  employees  knew how to inves t to ge t them 2% monthly on the ir

inves tment. (See Transcript of the  proceeding Vol. X @ 1740:2 to 1740:8 and 1756:19 to 1756:22.

See  a lso Tra ns cript of the  proce e ding Vol. X @  1762: 18 to l762:19). Re s ponde nt P urvis  told

Ba mowsky tha t the ir inve s tme nt wa s  se cure d with gold bouillon, ma gne s ium a nd othe r mine ra ls .

(See Tra nscript of the  proce e ding Vol. X @d 1744213 to l744;16). The  Ba rnowskys  re lie d upon

Re s ponde nt P urvis ' cla im tha t the ir inve s tme nt wa s  gua ra nte e d a nd would e a rn 2% pe r month

because  they had previous ly los t ha lf of the ir re tirement in the  s tock marke t, and was  looking for a

"safe" investment which would he lp them rega in some of the ir re tirement funds previously lost. (See

Tra .nscript of the  proce e ding Vol. X @ l740:20 to l740:25. See a lso Transcript of the  proceeding

Vol. X @174l:l to 1741:3).

Respondent Purvis  mailed Bamowsky the  documents  which needed to be  comple ted if they

decided to inves t. (See  Transcript of the  proceeding Vo l. X @  1743: 22 to 174825, 1760:18 to

1760:23, 1764119 to 1765:1 and Exhibit S-260). The  documents  from Respondent Purvis  rece ived
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had been comple ted for Ba rnowsky and only required he r s igna ture . Bamowsky te s tified tha t she

believed Respondent Purvis  comple ted the  documents  because  he  was "the  only personal she  ever

dea lt with". (See  Transcript of the  proceeding Vol. X @ 178717 to l787:l6).

Included in the documents from Respodent Purvis was a  corporate  guarantee. (See S-13) The

corporate guarantee pLus*ported to secure the Barnowskys' $114,000 investment with all of the assets

in CSI Technologies  and Sutherland Global, Inc. (See Exhibit S-13). The guarantee appeared to have

be e n s igne d by Re sponde nt P urvis , on be ha lf of S uthe rla nd Globa l, a nd Ja me s  Ke a ton, for CS I

Te chnologie s , Inc. (S e e  Exhibit S -13). The  corpora te  gua ra nte e  s ta te d tha t in the  e ve nt the

Barnowskys ' inves tment de faulted, both Suthe rland Globa l, Inc. and CSI Technologies , Inc. would

repay the  Bamowskys ' investment. (See  Transcript of the  proceeding Vol. X @ l763:23 to l764:3).
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The  pa cka ge  of docume nts  a ls o include d a  le tte r a ddre s s e d to S te rling Trus t which s ta te d tha t

Re s ponde nt P urvis  did not a dvis e  or influe nce  Ba mows ky's  de cis ion to inve s t in ACI Holdings .

Although this  was untrue  Barnowsky signed the  le tter in order to invest and receive  monthly income.

(See Exhibit S -259 a nd Tra nscript of the  proce e ding Vo l. X @ 179415 to l794:9 a nd l794:24 to

l'794:5).

Before  making a  fina l decis ion to invest, Bamowsky sought advice  from her a ttorney and her

financia l planner. Barnowsky's  a ttorney was not ava ilable  so she  met with another a ttorney who told

her tha t the  corpora te  guarantee  looked "lega l" and the  investment appeared legitimate . Barnowsky

ca nnot re ca ll which one  the  la wye r wa s  re fe rring to but s he  conclude d from he r vis it tha t the

inve s tme nt with Re sponde nt Purvis  wa s  le gitima te . (See Tra ns cript of the  proce e ding Vol. X @

176911 to 1769:12). After meeting with the  a ttorney, Barnowsky spoke to her financia l plumier about

the  propos e d inve s tme nt with Re s ponde nt P urvis . He r fina ncia l pla nne r wa s  "s ke ptica l" of the

inve s tme nt a nd ca lle d Re s ponde nt P urvis  for more  informa tion. Ba rnows ky's  fina ncia l pla nne r

wanted more  information about the  financia l s tability of the  companies guaranteeing the  investments.

(See Tra ns crip t of the  proce e ding Vol. X @  1769113 to  1769:19). Re s ponde nt P urvis  to ld

Barnowsky's  financia l planner tha t he  could give  him the  reques ted documents  so he  suggested to

Ba mows ky tha t s he  not inve s t. (S e e  Tra ns cript of the  proce e ding Vol. X @ 1770:2 to 1770:9).

However, the  Baniowskys decided to invest because  the ir daughter trusted Respondents  Purvis  and

Ms . P urvis  e nough to inve s t with the m a nd s he  ha d be e n re ce iving re gula r pa yme nts  on he r

investment.. (See Transcript of the  proceeding Vol. X @ 174328 to 1743:10 and l770:10 to 1770:22.

See also Transcript of the  proceeding Vol. X @ l770:7 to 177029 and 1771 :l7 to 1771 :22).

Shortly a fte r Barnowsky's  meeting with an a ttorney and her financia l partner, theBamowskys

withdrew $114,000 from the ir A.G. Edwards  re tirement account. (See  Transcript of the  proceeding

Vol. X @ l750:14 to l750:l5). The  Ba rnows kys  ha d de pe nde d on the ir fina ncia l a dvis or a t A.G.

Edwards  to sugges t inves tments  for them. (See Tra nscript of the  proce e ding Vol. X @ 175123 to
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1751:5 and 1751 :10 to 1751112). So, Barnowsky expected the same from Respondent Purvis and so

Ba mows ky did not find it unus ua l whe n Re s ponde nt P urvis  dire cte d he r to de s igna te  him the

"dire ctor" of he r S te rling Trus t inve s tme nt a ccount with S te rling Trus t a fte r s he  tra ns fe rre d a

$114,322.61 inve s tme nt to the  compa ny in April 2004. (See Exhibit S -259 a nd Tra ns cript of the

proce e ding Vol. X @ 1751: 18 to 1751:20, 175l:l7 to 1751:22, l753:3 to 175325, a nd 1936222 to

1936:25. See also Transcript of the proceeding Vol. X @ 1752124 to 175312 and l797:8 to 1797:15)

Re s ponde nt P urvis  inve s te d the  Ba rnows kys ' $114,000 inve s tme nt in ACI Holdings  for

142,500 shares  of company s tock. (See  Exhibit S-261, Exhibit S-121, Exhibit S-1 and Transcript of

the  proceeding Vo l. X @ 1753:16 to 1753:22). The  Ba rnows kys  re ce ive d s ta te me nts  from ACI

Holdings (See Exhibit S -270) a nd NCGMI. (See Exhibit S -311). The  Ba rnows kys ' ACI Holdings

account re flected tha t she  had $114,000 investment in s tock. (See Exhibit S -270 @ ACC016188)

Howe ve r, he r NCGMI s ta te me nts  s how a n inve s tme nt of $57,000 but the  Ba mows kys  did not

ma ke  a ny othe r inve s tme nt with Re s ponde nt P urvis  be s ide s  the  one  for $114,000. Als o, the ir

14 NCG MI s ta te me n ts  va rie d  fro m o n e  mo n th  to  th e  n e xt.  F ro m J u ly 2 0 0 4  s ta te me n t,  th e
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Ba mowskys ' NCGMI s ta te me nt shows  a  $57,000 inve s tme nt in "ACI" which wa s  cons is te nt with

wha t s he  dis cus s e d with  Re s ponde nt P urvis . Howe ve r, in  Fe brua ry 2005 the  Ba mows kys

s ta tement re flects  an inves tment in "VPM" which is  Vanua tu Project Management (See  Exhbiit S

311 @ ACC042193). Then, in March 2005, the  Bamowskys ' NCGMI account s ta tement described

a n inve s tme nt in a  "loa n". (See Exhibit S -311 @ ACC042200, ACC042193 a nd ACC042192). In

April 2005, the  ra te  of "re turn" on the  inve s tme nt is  cha nge d to ra te  of re turn on "dona tion". (See

Exhibit S -311 @ACC042191)

The  Bamowskys rece ived payments  on the ir investment and mainta ined a  log of them. (See

Exhibit S -310). Ba rnows ky wa s  re pa id $34,200. (See Tra ns cript of the  proce e ding Vo1. X @

1813:7). Ma ny of the  pa yme nts  we re  che cks  writte n on a  NCGMI ba nk a ccount. Ba rnowsky wa s
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repa id with checks  written on the  bank account for NCGMI and s igned by Respondent Purvis . (See

Exhibit S -2 through Exhibit S -10).

Based upon the  foregoing, Respondent Purvis  unequivoca lly offe red and sold securitie s , in

the  Tomi of ACI Holdings  s tock a nd inve s tme nt contra cts  in NC G MI to the  Ba rnows kys , in

viola tion of the  Se curitie s  Act.5

6 2. Fraud in the offer and sale of securities to Barnowskv
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Re s ponde nt P urvis  us e d fra ud in the  offe r a nd s a le  of s e curitie s  to the  Ba niows kys . Firs t,

Ba rnows ky inve s te d $114,000 in S te rling Trus t which wa s  us e d to purcha s e  s tock in ACI Holdings ,

a ccording to the ir S te rling a ccount s ta te me nts . Als o, the  ACI Holdings  s ha re holde r lis t confirms  tha t

Ba m o ws ky is  a  s h a re h o ld e r o f 1 4 2 ,5 0 0  s h a re s .  Ho we ve r,  th e  Ba rn o ws kys ' re c e ive d  NCGMI

s ta tements  tha t s howed a  $57,000 inves tment but S te rling Trus t re cords  do not s how the  Ba rnows kys '

inve s tme nt tra ns fe rre d from S te rling Trus t to NC G MI. Ba mows ky te s tifie d tha t s he  ma de  only one

inve s tme nt with  Re s ponde nt P urvis  to  purcha s e  ACI Holdings  s tock a nd ma ke  monthly in te re s t

pa yme nts . S he  did  not in te nd to  inve s t a ny portion of he r $114,000 inve s tme nt in  NCGMI. (S e e

Tra ns cript of the  proce e ding Vol. X @  1954:l4 to 1954:23).

More ove r, the  Ba mows kys  re ce ive d monthly inte re s t pa yme nts  dra wn on a n NCGMI ba nk

a ccount but none  of he r funds  we re  pla ce d with NCGMI if he r e ntire  $114,000 inve s tme nt wa s  us e d

to purcha s e  s tock in ACI Holdings . (S e e  S -121). Ba s e d upon this  e vide nce , the  Ba mows kys  we re  not

e n title d  to  a ny pa yme nts  from NCGMI s ince  the y we re  inve s te d  e n tire ly in  ACI Hold ings . (See

Exhibit S -270, Exhibit S -311, Exhibit S -3 lo, Exhibit S -11 a nd Exhibit S -2 through Exhibit S -10).

S e condly, Re s ponde nt P urvis  ga ve  the  Ba rnows kys  with a  corpora te  gua ra nte e  a s  e vide nce

tha t the ir loa n wa s  s e cure d. The  corpora te  gua ra nte e  is  mis le a ding. Firs t, the  gua ra nte e  cla ims  to

s e cure  the  Ba mows kys ' inve s tme nt with the  a s s e ts  of S uthe rla nd Globa l a nd CS I Te chnologie s  a nd,

in the  e ve nt of a  de fa ult, both compa nie s  would pa y Ba rnows ky he r principa l inve s tme nt. Howe ve r,

ne ithe r compa ny could s e cure  the  Ba rnows kys  inve s tme nt. CS I Te chnologie s  wa s  de funct a t the  time
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the  guarantee  was signed and its  asse ts  transferred to ACI Holdings in August 2003. (See  Transcript

of the  proce e ding Vo l. VIII @  1428;l 1). In a ddition, the  Divis ion did not loca te  a ny a s s e ts  for

3 Suthe rland Globa l. (See Tra ns cript of the  proce e ding Vol. XIII @  2335215 to 2335:l7). Thus ,

4

5

6

7

8

9

1 0

11

1 2

without the Bamowskys knowledge neither company had assets to secure their investment.

Also, the  written guarantee  appears  to have  Respondent Purvis  and Keaton's  s igna tures  but

Ke a ton de nie s  s igning the  docume nt. (S e e  Tra ns cript of the  proce e ding Vol. IX @ 1577118 to

l577:2l). During his  te s timony, Kea ton reca lled an incident when Respondent Purvis  a sked him to

sign a  similar document and Keaton refused. (See Transcript of the  proceeding Vol. IX @ l573:25 to

l574:25. See  a lso Tra ns cript of the  proce e ding Vol. IX @  l576:l4 to 1576:19 a nd 1577:20 to

l578:l5). Therefore , Kea ton did not s ign the  corpora te  guarantee  on beha lf of CSI Technologies  and

pledge the company's assets to secure the Bamowskys' investment. (See Exhibit S -13).

Ne xt, the  Ba rnows kys ' NCGMI s ta te me nts  de s cribe d the ir inve s tme nt a s  "ACI", la te r it

1 3 cha nge d  to  "VP M", the n  a  "loa n", a nd  e ve n tua lly, a  "dona tion". (See Exhibit S -311). The
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Bamowskys $114,000 was invested in ACI Holdings according to the  company's  lis t of shareholders .

(See  S-121). The ir inves tment was  not in VPM, not a  loan (See  Transcript of the  proceeding Vol. X

@ 195916 to 1959:13) or a donation.

In addition, Respondent Purvis ' representa tion to Bamowsky that he  was wealthy and had the

a sse ts  to pe rsona lly gua ra nte e  he r inve s tme nt wa s  fa lse  a nd mis le a ding. (S e e  Tra nscript of the

proceeding Vol. X @ 1947123 to l947:25). In the  Divis ion's  inves tiga tion of Respondent Purvis , it

was unable  to sufficient asse ts  for Respondent Purvis  to guarantee  the  Bamowskys ' investment and

2 1 the  investments of other investors.

22

23

Based upon the evidence presented in the hearing record, Respondent Purvis used fraud in the

offer and sa le  of securities  to the  Barnowskys, in viola tion of the  Securities  Act.

24 F. Eric  Gre go ire

25 1 . Offer and Sa le  of Securities
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Re s ponde nt P urvis  offe re d a nd s old s e curitie s  in the  form of inve s tme nt contra cts  a nd

company s tock to Gregoire  on severa l diffe rent occasions , in viola tion of the  Arizona  Securities  Act

Gre goire  me t Re s ponde nt P urvis  in 2001 a t a  mutua l frie nd's  we dding. Afte r the  we dding the y

remained in contact and developed a  friendship. (See  Transcript of the  proceeding Vol. XII @207026

to 2070:l5). Gre goire  wa s  inve s te d in his  compa ny's  IRA but tra ns fe rre d the se  funds  to Ame rica n

Church Trust a t Respondent Purvis ' direction and la te r be  invested in Inte rna tiona l Currency Limited

("ILL"), fore ign curre ncy e xcha nge . (See Tra ns crip t of the  proce e ding Vol. XH @  2073:l0  to

2073:l4 and 2080:l3 and Exhibit S-347) Respondent Purvis  told Gregoire  about investments  in both

ILL and Midland Euro which a re  a ffilia ted. (See  Exhibit S-347 and Transcript of the  proceeding Vol

XII @  208l:12 to 208l:l7 a nd 2082:20). On one  occa s ion, Gre goire  tra ve le d to Ca lifornia  with

Respondent Purvis  to leant more  about fore ign currency investments  in Midland Euro and ILL. (See

Transcript of the  proceeding Vol. XII @2084:l to 208425 and 2084: 16 to 2084:l8)
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In  Nove mbe r 2001, Gre goire  inve s te d  with  Re s ponde nt P urvis  $31,820 in  ILL. (See

Transcript of the  proceeding Vol. XII @2073:8 to 2073111 and 2073:14 to 2073:l5). Gregoire  s igned

a  tra ding a uthoriza tion, powe r of a ttorne y a nd inve s tme nt dire ction which pe rmitte d Re sponde nt

Purvis  to make  investments  for Gregoire  on his  American Church Trust account. (See  Exhibit S-65

Exhibit S -64 and Exhibit S -59). Gregoire  s igned the  trading authoriza tion while  Respondent Purvis

s igned the  power of a ttorney, as  Gregoire 's  authorized agent. (See Exhibit S -64 a nd Exhibit S -59)

Gregoire  re ce ived s ta tements  from American Church trus t which lis ted Respondent Purvis  a s  his

"independent inves tment provide r or advisor" (See  Exhibit S -346 and Transcript of the  proceeding

Vol. XII @210628 to 2106:10)

Shortly thereafter, on November 14, 20017 Gregoire  received a  welcome le tter from ILL. (See

Exhibit S -347@ ACC019745). From November 2001 until June  2002, Gregoire  ea rned inte re s t on
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his  inve s tme nt in ILL. (See Exhibit S -347 @ ACCOl9746, Accol9748 a nd ACCOl9754). The n, on

June 15, 2002 Gregoire  received a  le tter from ILL sta ting that his  account would be  "deactivated" and

"liquida ted". (See  Exhibit S -347 @ ACCOl 9747). Gregoire 's  ILL account s ta tements  show tha t his

account was liquidated on July 5, 2002. (See Exhibit S-347 @ ACC 019746) Less than a  month la ter

Re sponde nt P urvis  se nt Gre goire  a  le tte r informing him tha t ILL would no longe r be  ha ndling his

account and tha t Sutherland Global, Inc. ("Sutherland Global") had consulted with another company

to manage the  account. The le tter seemed to suggest that Gregoire 's  investment in ILL was facilita ted

by Re sponde nt Purvis  through Suthe rla nd Globa l (See Exhibit S -347 @  ACCOl9755) which is

consis tent with Gregoire 's  testimony tha t Respondent Purvis  told him tha t Sutherland Global was his

company. (See  Transcript of the  proceeding Vol. XII @2095:5 to 2095:8)

By July 2002, Gregoire  ea rned a  tota l of $4,044 on his  ILL inves tment. (See  Transcript of the

proce e ding Vol. XII @ 2075:2) a nd ILL ha d re turne d Gre goire 's  inve s tme nt to Ame rica n Church

Trust. (See  Transcript of the  proceeding Vol. XII @2075:2l to 2075122 and Exhibit S-63)

1 4

1 5 Omn iCo rp

1 6 Next, Gregoire  made  a  separa te  investment in OmniCorp, Inc. ("OmniCorp"). He  did not use

the  funds  from his  Ame rica n Church Trus t a ccount for this  inve s tme nt but us e d funds  from his1 7

1 8

1 9

20
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22.
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emergency savings  account. Respondent Purvis  told Gregoire  he  would make  a  50% re turn on this

investment. (See Tra ns cript of the  proce e ding Vol. XII @  209122 to 2091:5). In Ma rch 2002

Gre goire  inve s te d $12,000 (S e e  Tra ns cript of the  proce e ding Vol. XH @ 2091:2 to 209l:5 a nd

Exhibit S-346). Gregoire  tendered a  check to Respondent Purvis  for his  investment. Gregoire  made

the  check payable  to NCGMI which Gregoire  believed was Respondent Purvis ' investment company

(See Exhibit S -346 a nd Tra ns cript of the  proce e ding Vol. XII @ 2093110 to 2093:12). Gre goire

re ce ive d a ccount s ta te me nts  from Suthe rla nd Globa l which re fle cte d his  $12,000 in C)rm1iCorp
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During this  pe riod, Gregoire  continued to rece ive  account s ta tement from American Church Trus t

showing his  investment of $35,000. (See Exhibit S -346)

Gre goire  e a rne d $6,000 on his  inve s tme nt in OmniCorp. (See Tra ns cript of the

proceeding Vol. XII @209615 to 2096:6). Gregoire 's  principa l of $12,000 plus $6,000 of inte rest was

re turned to him in the  form of two checks  in the  amount of $9,000 each issued to Gregoire  and his

wife , Lisa . (See Transcript of the  proceeding Vol. XII @ 209635 to 2096:6). Respondent Purvis  told

Gregoire  that he  re turned his  investment in two payments so it would be  treated as a  "gift" ra ther than

income  for income  re porting purpose s . (Se e  Tra nscript of the  proce e ding Vo l. XII @  2096:7  to

2096:10 and Exhibit S-69)

10 CS I

12

13

14

15

16

17

18

19

20

21

22

23

24

Later, in July 2002 Gregoire  used the  funds in his  American Church Trust account to invest in

a  promissory note  for Circuit Source  Inte rna tiona l, Inc. ("CSI"), which is  one  of the  subs idia rie s  of

CSI Technologies . (See  Exhibit S-226 and Transcript of the  proceeding Vol. XII @218417 to 2184:8

and 2184:15 to 2184:17. See also Exhibit S -346@ ACC043379 and ACC043380; Exhibit S -62 and

Transcript of the  proceeding Vol. XII @ 2103:23 to 2104:10). Gregoire  ente red a  promissory note

with CSI for a  loan of $33,690. (See Exhibit S -62). The  note  cha rged CSI inte res t of 2% per month

and was  due  in s ix months . (See Exhibit S -62). Kea ton ente red note  on beha lf of CSI secured and

used his  personal asse ts  to guarantee  the  note . (See  Exhibit S-62 @ ACC016460 and ACC016463)

Gregoire 's  note  was  one  of seve ra l notes  in which CSI ente red to borrow a  tota l of $1,026,700.00

(See Exhibit S~226. See also Exhibit 62 and Exhibit S -61). The  othe r inves tors  who funded the  tota l

loa n a re : Wa lly Gutte r, Me w of Ne thke n, Le Roy P urvis  who is  re la te d to Re sponde nt P urvis  a nd

Be rna rd Gre goire  ("B. Gre goire ). (See Exhibit S -62). B. Gregoire  is  Gregoire 's  fa the r a rid has  a lso

inves ted with Respondent Purvis  (See  Transcript of the  proceeding Vol. Xl] @ 211318 to 2113:9

2113:15 to 2113:18 and 2114:7 to 2114:10)

25
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14

While  inve s te d in CS I, Re sponde nt P urvis  me t with Gre goire  a nd offe re d se ve ra l options

re la ting to his  investment with CSI. Respondent Purvis  told Gregoire  tha t he  could 1) remain invested

in CS I, 2) pull his  mone y out of CS I, or 3) "roll" his  inve s tme nt from CS I into ACI s tock. (See

Tra ns cript of the  proce e ding Vol. XII @ 2135: 15 to 2135:l9). Thus , a ppe a ring tha t Gre goire 's

investment in the CSI note  had been converted to company stock. Gregoire  asked Respondent Purvis

what he  should do and Respondent Purvis told him that he  stock in CSI was "good" and the  company

was  going public. (See Tra nscript of the  proce e ding Vol. XII @ 2135:l5 to 2135:16 a nd 2135:2l to

2135:23). Respondent Purvis convinced Gregoire that he could not lose any money because the stock

in CSI was  gua ranteed a t $.80 pe r sha re . (See  Transcript of the  proceeding Vol. XII @ 2136:1 to

2136:2). In the  event, Gregoire  changed his  mind and decided to transfe r his  s tock to ACI Holdings,

Respondent Purvis  provided Gregoire  with an unsigned agreement which would permit Gregoire  to

convert his  CSI s tock to ACI s tock. (See Transcript of the  proceeding Vol. XII @2141116 to 21412 17

and Exhibit S-346 @ ACC0443363). Since  their meeting, Gregoire  has believed he  is  invested in CSI

based on his  conversa tions with Respondent Purvis . However, his  name does not appear on the  CSI

1 5 or ACI shareholders ' lis ts .

1 6

1 7

1 8

1 9

Once Gregoire  rea lized that his  name did not appear on the  CSI shareholder lis t he  brought it

to Respondent Purvis ' a ttention. (See  Exhibit S -214, S -121 and S -l2lA. See also Transcript of the

proce e ding Vol. XIII @  2331 :ll to 2332:l6). Re s ponde nt P urvis  re s pons e  wa s  tha t Gre goire 's

interest in the  CSI promissory note  was "better than the  ACI" stock. (See Transcript of the  proceeding

20 Vol. XII @ 2144:20 to 214621 a nd Exhibit S -214). Gre goire  did not be come  pla nne d be ca us e

21

22

23

24

25

Respondent Purvis  had promised him tha t he  had sufficient pe rsona l wea lth to secure  Gregoire 's

investments  if any of his  investments  fa iled. (See  Transcript of the  proceeding Vol. XII @2148317 to

2148:l9 and 2l49:l6). And a lso conside ring tha t Respondent Purvis  had cla imed to be  a  successful

businessman and investor who had experience  investing in short-te rm bridge  loans  an occasiona lly

trading in the  s tock marke t. (See Tra nscript of the  proce e ding Vol. Xll @ 2149:2l to 2149224 a nd
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2149:24 to 2150:5). Gregoire  re lied upon Respondent Purvis ' representa tions because  they provided

Gregoire  security in the  event of a  loss  of any of his  investments . (See  Transcript of the  proceeding

Vol. XII @ 2148:20 to 2148:25) Although Gregoire  rece ives  monthly s ta tements  rega rding his  CSI

note , he  questions whether he  will ever be  repaid for his  investment in CSI

According to Ke a ton, the  CS I promissory note s  we re  not dire ctly re pa id to inve s tors  but

were , ins tead, pa id to Respondent Purvis  through an agreement to give  NCMI ten million shares  of

ACI Holdings  s tock in e xcha nge  for e xtinguis hing CS I Te chnologie s ' de bt with the  Ame rica n

Church Trus t inve s tors . (S e e  Tra ns cript of the  proce e ding Vol. VIII @ l477:l5:l478:9). Ke a ton

a gre e d to is sue  s tock to NCGMI with the  unde rs ta nding tha t Re sponde nt Purvis  would re pa y the

investors . (See Transcript of the  proceeding Vol. VIII @ l477:l5 to 147819)

11 HS W L

12

13

14

15

16

17

18

19

20

21

Gre goire  a lso ma de  a nothe r inve s tme nt with Re sponde nt Purvis  in HSWL in 2003. In this

investment, Gregoire  entered a  promissory note  with HSWL and Eden Esta tes, LLC ("Eden Esta tes")

for $2158. Greogire  was told that he  would earn 2% per month. HSWL/Eden Esta tes were  in need of

a  loan for a  brie f time  until they rece ived permanent financing to pay for the  remaining construction

on the ir building projects . The  HSWL/Eden Esta te  notes  was  due  less  than two months  a lte r it was

ente red and the  inte res t charged was 2% per month. (See Exhibit S -37). The  HSWL/Eden Es ta te s

note  was secured with a  UCC-l financia l s ta tement, a  persona l guarantee  from the  borrower, Danie l

Cla yton ("Cla yton") a nd his  wife , in a ddition to outs ta nding s ha re s  of HS WL a rid me mbe rs hip

interests  in Eden Esta tes. (See Exhibit S -37). The  note  a lso gave NC G MI a  "tinde r's  fe e " of 5% of

the  va lue  of the  note  for "fa cilita ting the  tra nsa ction". (S e e  Exhibit S -37 @ ACCOl6469) Cla yton

entered the note as the President of HSWL and Eden Estates22

23

24

25

Gre g o ire  kn e w C la yto n  a n d  in tro d u c e d  h im  to  Re s p o n d e n t P u rvis  b e c a u s e  C la yto n 's

compa nie s  we re  in ne e d of a  te mpora ry loa n. Cla yton a ls o a tte nde d Cha ndle r Chris tia n Church, a long

with Gre goire , a nd s e rve d a s  a  church e lde r. (S e e  Tra ns cript of the  proce e ding Vol. XII @ 2l26:ll to
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2126:23). Gregoire  be lieved tha t Respondent Purvis  could help Clayton because  Respondent Purvis

told Gregoire  he was in the business of making loans to businesses. (See Transcript of the  proceeding

Vol. XII @ 2l27:l to  2127:7)

Afte r the  due  da te  of the  note , Gregoire  and Respondent Purvis  discussed Gregoire 's  note

with HS WL/Ede n Es ta te s . The  note  ha d not be e n re pa id a nd Gre goire  wa nte d to know wha t

information Respondent Purvis  had about repayment of the  loan. Also, Gregoire  a lready knew tha t

Clayton was having financial trouble , so it was not a  surprise  to him that the  loan had not been repaid

(See Transcript of the  proceeding Vol. XII @ 2128:3 to 2128:6, 2128:l3 to 2128117 and 2128221 to

2128222 and Exhibit S-67). So, Respondent Purvis  offe red to buy Gregoire 's  inte rest in the  note  for

$3,409.64 so he  would not have  to wa it any longe r for the  note  to be  repa id and his  re turn on the

promissory note . (See Tra ns cript of the  proce e ding Vol. XII @  2l29:l to 2129:4). Gre goire  a nd

Re s ponde nt P urvis  e nte re d into a n a gre e me nt in J une  2005 by which NC G MI would purchase

Gregoire 's  inte res t in the  HSWL promissory note . (See Exhibit S-67). Respondent Purvis  s igned the

a gre e me nt a s  the  Exe cutive  Dire ctor of NCGMI to purcha se  Gre goire 's  inte re s t in the  note . (Se e

Exhibit S -67 @ ACC016477). The  che ck Gre goire  re ce ive d for the  purcha se  of his  inte re s t wa s

drawn on an NCGMI bank account and s igned by Respondent Purvis . (See Exhibit S -67 @  ACC

17 016482)

18 Fraud in the offer and sale of securities to Gregoire

19

20

21

22

23

24

25

Res pondent P urvis  us ed fraud in the  offe r and s a le  of s ecuritie s  to Gregoire . Firs t, Res pondent

P urvis  mis le d Gre goire  to be lie ve  he  re ce ive d re turns  on his  inve s tme nt in ILL be ca us e  of s ucce s s iiil

fore ign curre ncy inve s tme nts . Howe ve r, Gre goire 's  e a rnings  on his  inve s tme nt we re  from the  Eunds

of ne w inve s tors , not a ny le gitima te  bus ine s s  a ctivity. (S e e  Tra ns cript of the  proce e ding Vol. VH @

1172: 14 to  1l72:l5). Als o, Re s ponde nt P urvis  told Gre goire  tha t his  inve s tme nt wa s  gua ra nte e d

through Re s ponde nt P urvis ' we a lth a nd tha t if the re  wa s  a  proble m Re s ponde nt P urvis  would "td<e

26
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ca re  of e ve rything". (S e e  Tra nscript of the  proce e ding Vol. XII @ 2189217 to2l90:l, 2148217 to

2148119 and 2149:16). However, the  Divsion was unable  to loca te  asse ts  be longing to Respondent

Purvis  which would have  a llowed him to secure  Gregoire 's  investments .
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16
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21
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24

25

Als o, Gre goire  wa s  one  of s e ve ra l inve s tors  who e nte re d in to  promis s ory note s  with  CS I

Te chnologie s . According to Ke a ton, the  compa ny's  pre s ide nt, the  compa ny de fa ulte d on the  loa n.

(See Tra n s c rip t o f th e  p ro c e e d in g  Vo l.  VIH @  1 4 2 9 :l0  to  1 4 2 9 :1 8 ).  In  e xc h a n g e  fo r NC GMI

re c e iv in g  1 0  m illio n  s h a re s  o f AC I Ho ld in g s ,  R e s p o n d e n t P u rv is  a g re e d  to  p a y o ff th e  C S I

Te chnologie s  note  holde rs . (S e e  Tra ns cript of the  proce e ding Vol. VIII @  l430:1 to 14301:2). ACI

Holdings  wa s  forme d a round Augus t 2003. (S e e  Tra ns cript of the  proce e ding Vol. VII @  l428:l1).

Howe ve r, Re s ponde nt P urvis  told Gre goire  he  wa s  inve s te d in CS I s tock. Gre goire  could not loca te

his  na me  on the  CS I s ha re holde r lis t (See S-214) becaus e  he  was  not inves ted in the  company. Kea ton

ga ve  Re s ponde nt P urvis  $10  million  s ha re s  o f ACI Hold ings  s tock, in  the  Ma ine  o f NCGMI, in

e xcha nge  for Re s ponde nt P urvis  pa ying off the  CS I Te chnologie s ' note  holde rs . (See Tra ns cript of

the  proce e ding Vol. VIII @ 142915 to 1430:10). S ince  Gre goire  wa s  a  CS I Te chnologie s ' note  holde r,

Re s ponde nt P urvis  would ha ve  be e n re s pons ible  for pa ying off the  loa n CS I Te chnologie s  re ce ive d

from Gre goire . Howe ve r, Re s ponde nt P urvis  did not dis clos e  this  a rra nge me nt to Gre goire . Ins te a d,

Res pondent P urvis  continued to mis repre s ent to Gregoire  tha t he  was  inves ted in CS I Technologie s , a

compa ny tha t ha d not be e n in e xis te nce  s ince  2003, a nd tha t it wa s  a  be tte r inve s tme nt for him to

re ma in with tha t compa ny tha n to re que s t s tock in the  ne w e ntity, ACI Holdings . (See Tra ns cript of

the  proce e ding Vol. VIII @  1428:11).

More ove r, Re s ponde nt P urvis  wa s  a wa re  tha t the  informa tion he  wa s  providing Gre goire  wa s

untrue . Re s ponde nt P urvis  ha d be e n a  dire ctor of both CS I Te chnologie s  a nd ACI Holdings . (See

Exhibit S -120, Exhibit S -l19, a nd Exhibit S -113). As  a  dire ctor of the s e  e ntitie s , Re s ponde nt P urvis

wa s  a wa re  of the  dis s oluting of CS I Te chnologie s  a nd the  s ubs e que nt forma tion of ACI Holdings .

Re s ponde nt P urvis  fa ile d to  te ll Gre goire  tha t CS I Te chnologie s  wa s  no longe r in  bus ine s s , ha d
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defaulted on its  promissory notes  with investors  and the  agreement he  entered with Keaton to repay

CSI Technologies ' note  holders . In spite  of the  fact, tha t Respondent Purvis  had this  information as a

dire ctor of ACI Holdings . (See S-116)

The hearing record provides overwhelming evidence that Respondent Purvis used fraud in Me

offer and sa le  of securities  to Gregoire , in viola tion of the  Securities  Act

Berna rd  Gregoire

Offer and Sa le  of Securities

9

10

11

1 2

1 3

14

15

16

17

18

19

20

Gregoire 's  fa ther, B. Gregoire , a lso invested with Respondent Purvis . Gregoire  has  seen his

fa ther's  account s ta tements and (See  Transcript of the  proceeding Vol. XII @215219 and 2152:22 to

2152:25) be lieves he  has his  entire  re tirement savings of about $270,000 invested with Respondent

Purvis . (See  Transcript of the  proceeding Vol. XII @ 215323 and 2l53:l6). Gregoire  te s tified during

the  adminis tra tive  hea ring tha t, in addition to inves ting his  life  savings  his  fa the r obta ined a  second

mortga ge  on his  house  in orde r to ra is e  a dditiona l funds  to inve s t with Re sponde nt P urvis . (See

Tra nscript of the  proce e ding Vol. Xl] @ 2153:l8 to 2153:l9). Re sponde nt P urvis  a nd B. Gre goire

became friends due  to Respondent Purvis ' close  re la tionship with Gregoire . Through tha t friendship

Purvis  ga ined B. Gregoire 's  trust

Respondent Purvis told B. Gregoire  that his investment was secured and a  re turn guaranteed

At one  time , B. Gregoire  rece ived payments  on his  inves tments . (See Transcript of the  proceeding

Vol. XII @2154:3) However, the  payments  have  s ince  s topped and B. Gregoire , currently in his  70s

faces  the  loss  of his  home and serious financia l hardship. (See  Transcript of the  proceeding Vol. XII

2 1 @2154:22 to 2154124 and2155:1 to 2155:3)

22 2 Fraud in the offer and sale of securities to B. Gregoire

24

25

Respondent Purvis  used fraud in the  offe r and sa le  of securities  to B. Gregoire . Respondent

Purvis  misrepresented to B. Gregoire  his  financia l ability to guarantee  B. Gregoire 's  investments , as

26
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well as  the  source  of the  repayments B. Gregoire  received. (See  Transcript of the  proceeding Vol. VII

@ 1172:14 to ll72:l5). Respondent Purvis  misrepresented to B. Gregoire  tha t the  payments  were  the

result of savvy investing

S e condly, B. Gre goire  he ld a  promis s ory note  with CS I Te chnologie s . (See S -225). B

Gregoire 's  note  was  in the  amount of $150,646. Respondent Purvis  told B. Gregoire  tha t he  would

re ce ive  2% pe r month for his  inve s tme nt. (S e e  Tra nscript of the  proce e ding Vol. VH @ l305:l to

l306:l0 and Exhibit S-225). According to the  loan it was  to be  repa id in 6 months  but it was  not and

CSI Teclmologies defaulted on the  loan in 2003. However, Respondent Purvis has misrepresented to

B. Gre goire  the  curre nt s ta tus  of the  promissory note  a nd ha s  fa ile d to te ll B. Gre goire  a nd othe r

investors about his  agreement with Keaton to repay the  CSI Technologies ' notes. Respondent Purvis

has continued to mislead B. Gregoire  and others  into be lieving the ir investment will be  re turned soon

e ve n though, ne ithe r NCGMI nor Re s ponde nt P urvis  ha s  the  fina ncia l a bility to re pa y the  CS I

Technologie s ' note s . And, B. Gregoire  jus t like  many of the  othe r inves tors  inves ted his  entire  life

savings and faces the loss of his home, if his investment is not repaid

15 IV

16 C O N C L U S IO N

The  e vide nce  produce d a t he a ring include s  the  following

A. At le a s t, te n offe rs  a nd s a le s  of unre gis te re d s e curitie s  within Arizona  to inve s tors

19 At le a s t, five  offe rs  a nd s a le s  of unre gis te re d s e curitie s  from Arizona  to inve s tors

20 At le a s t, te n offe rs  a nd sa le s  by a n unre gis te re d sa le sma n, Re sponde nt P urvis

At le a s t, thre e  offe rs  a nd sa le s  by a n unre gis te re d sa le sma n, Re sponde nt Wolfe

At le a s t,  five  offe rs  a nd s a le s  in  unre gis te re d s e curitie s  by a n unre gis te re d s a le s m a n

NC G M1

B.

D.

C.

E.

F. At leas t five  offe rs  and sa le s  by Respondent Purvis  of unregis te red securitie s  in HSWL

Abunda nt Ble s s ings , Corpora te  Archite cts  a nd CS I Te chnologie s  via  a  promis s ory
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well as the source of the repayments B. Gregoire  received. (See Transcript of the  proceeding Vol. VH

@ 1172:14 to 1172: 15). Respondent Purvis misrepresented to B. Gregoire that the payments were the

result of savvy investing.

S e condly, B. Gre goire  he ld a  promis s ory note  with CS I Te chnologie s . (See S -225). B.

Gregoire 's  note  was  in the  amount of $150,646. Respondent Purvis  told B. Gregoire  tha t he  would

rece ive  2% pe r month for his  inves tment. (See  Transcript of the  proceeding Vol. VH @ 130511 to

l306:l0 and Exhibit S-225). According to the  loan it was  to be  repa id in 6 months  but it was  not and

CSI Technologies defaulted on the  loan in 2003. However, Respondent Purvis has misrepresented to

B. Gre goire  the  curre nt s ta tus  of the  promissory note  a nd ha s  fa ile d to te ll B. Gre goire  a nd othe r

investors about his  agreement with Keaton to repay the  CSI Technologies ' notes. Respondent Purvis

has continued to mislead B. Gregoire  and others  into be lieving the ir investment will be  re turned soon

e ve n though, ne ithe r NCGMI nor Re s ponde nt P urvis  ha d the  fina ncia l a bility to re pa y the  CS I

Technologie s ' note s . And, B. Gregoire  jus t like  many of the  othe r inves tors  inves ted his  entire  life

savings and .faces the loss of his home, if his investment is not repaid.

15 I v .

16 C O NC LUS IO N

17

18

The  e vide nce  produce d a t he a ring include s  the  following:

A. At le a s t, te n offe rs  a nd s a le s  of unre gis te re d s e curitie s  within Arizona  to inve s tors ,

19

20

At le a s t, five  offe rs  a nd s a le s  of unre gis te re d s e curitie s  from Arizona  to inve s tors ,

At le a s t, te n offe rs  a nd s a le s  by a n unre gis te re d s a le s ma n, Re s ponde nt P urvis  in ACI

21 Holdings  a nd NCGMI;

22 D. At leas t, three  offe rs  and sa le s  by an unregis te red sa le sman, Respondent Wolfe  in ACI

23

24

Holdings  a ndNCGMI;

E. At le a s t, five  offe rs  a nd sa le s  in unre gis te re d se curitie s  by a n unre gis te re d sa le sma n,

25 NC G MI;

26

B.

c.
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F .  At le a s t five  o ffe rs  a n d  s a le s  b y R e s p o n d e n t P u rvis  o f u n re g is te re d  s e c u ritie s  in

promis s ory note s  with  HS WL, Abunda nt Ble s s ings , Corpora te  Archite c ts  a nd/or CS I

Te chnologie s

G. At le a s t th re e  o ffe rs  a nd  s a le s  by Re s ponde n t Wolfe  o f un re g is te re d  s e c u ritie s  in

p rom is s o ry no te s  with  HS WL, Abunda n t Ble s s ings ,  Co rpo ra te  Arc h ite c ts  a nd  CS I

Te chnologie s

H.  Va rio u s  in s ta n c e s  o f fra u d  in  c o n n e c tio n  with  th e  o ffe r a n d  s a le  o f s e c u ritie s  b y

Re s ponde nt P urvis , a nd

I. Va rio u s  in s ta n c e s  o f fra u d  in  c o n n e c tio n  with  th e  o ffe r a n d  s a le  o f s e c u ritie s  b y

Respondent Wolfe

Ba s e d  upon  the  e vide nce  a dmitte d  during  the  a dmin is tra tive  he a ring , the  Divis ion

12

13

14

15

16

17

18

19

re s pe ctfully re que s ts  this  tribuna l

2032(l),  in  the  a mount o f$ l50 ,000 .00

Orde r a ll the  Re s ponde nts  to  pa y a n a dminis tra tive  pe na lty of not more  tha n five

thous a nd  do lla rs  ($5 ,000) fo r e a c h  vio la tion  o f the  Ac t,  a s  the  Court de e ms  ju s t a nd  p rope r

$150,000 for Re s ponde nt P urvis , Re s ponde nt Wolfe , a nd NCGMI jointly a nd s e ve ra lly

Orde r Re s ponde nts  ce a s e  a nd de s is t from furthe r viola tions  of the  Act purs ua nt to3

20

421

22

Order any other re lief this  tribunal deems appropria te  or just

/ 7  F day of March, 2008

24
a w ,

ache]/F. Strachan, Esq
Attorney for the  Securitie s  Divis ion
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1 ORIGINAL AND THIRTEEN (13) COP IES  of the  fore going
file d this FIG day of March, 2008, with

2

3

4

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, AZ 85007

5

6

COPY of the foregoing hand-delivered this
Mday of March, 2008, to:

7

8

9

ALJ  Ma rc S te m
He a ring Office r
Arizona  Corpora tion Commiss ion/He a ring Divis ion
1200 West Washington
P hoe nix, AZ 85007

10
COPY of the  foregoing ma iled
th is  7 day of March, 2008 to:

11

12

13

John Maston O'Nea l, Esq.
Zachary Cain, Esq.
Qua rle s  & Bra dy LLP
Renaissance  Cne , Two North Centra l Avenue
P hoe nix, AZ 85004-2391
Attorneys for Respondents  Ed and Maureen Purvis

1 4

1 5 By:
r

1.

1 6
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